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“SUCCESSFUL SPECULATION IN COMMON 


What are the essential risks of stock market speculation and how 
may those risks be reduced to a minimum? William Law set out 
to answer this big question in this book which has been a big 
success. Get the 1934 revised edition, just off the press May 15th, 
392 pages—price $3.50 postpaid. 


“THE DOW THEORY” (Miniature Edition).. 50c. 


Can you interpret the movement of Dow-Jones Averages in fore- 
casting probable trends of Stock Market prices? Perhaps Robert 
Rhea, greatest living authority on the subject, can help you through 
this book. The 252-page cloth bound edition sells at $3.50 
postpaid, but this miniature 111-page edition, paper covers, costs 
only 50 cents. 


“INVESTMENTS” ......... $4.00 


What are the tests of a safe investment? Read Chapter IV. How 
can you differentiate between sound and unsound investments 
before you buy securities? Read Chapter XIV. How can you, as a 
stockholder, protect yourself in case of major declines in the value 


i “THE FINANCIAL LIBRARY CLUB” 


A Limited Opportunity to Secure 12 Valuable Books 
for Your Investment Library at a Saving of More 
Than a 331/3 per cent Discount from List Price. 


YOUR DISCOUNT IF YOU ACT BEFORE JUNE 23....... . $6.37 


If you buy the above five books separately they will cost you a total of $13.00. By joining Financial 


Retail Price of 12 Books Listed on This Page....... .$19.35 
“Financial Library Club” Price to You............. . 12.98 


of your securities, or in case of reorganization of a company, 
whose stocks you are holding? Read Chapter XVI. No invest- 
ment library is complete without this 378-page book “Investments” 
by David F. Jordan. Price $4.00 postpaid. 


“THE COMMON SENSE OF MONEY AND 


Do you know the financial editor Rukeyser’s tests of a safe invest- 
ment? Read Chapter VII. How can you decide when to switch 
from stocks to bonds? Read Chapter XI. How do you interpret 
the figures in a financial report; and just what should you look for 
in a company’s balance sheet and income account? Read Chapter 
XX. 333 pages—price $3.00 postpaid. 


“BASIC PRINCIPLES OF SPECULATION”... $2.00 


Are you familiar with Thomas Gibson’s trading rules explained 
in his “Ten Causes of Loss in Security Trading’? Read Chapter 
Il. What effect if any do commodity prices have on stock price 
movements? Read Chapter IV. While Gibson has written several 
other books for investors and traders this one continues to be his 
best seller. 142 pages—price $2.00 postpaid. 


World’s “Financial Library Club” before June 23, you receive the same five books and seven additional 
books listed below, representing a total retail value (actual, not estimated) of $19.35—all yours, 


shipping charges collect, for only $12.98: 
“When You Sign a Check” 


By Judge Louis Harris..... $1.00 
“The Customer & The Stock Broker” 

By Thomas Gibson......... 47 pages—paper covers.. .35 
“Stock Market Technique, No. 1” 

By Richard D. Wyckoff..... 1.00 


“Understanding the Stock Market” 


“Trading Profits in Low-Priced Stocks” 


By Arthur Rolland......... 63 pages—paper covers.. 1.00 


“If You Must Speculate Learn the Rules” 


“Trading Profits Through Charts” 


By Arthur Rolland......... 36 pages—paper covers.. 1.00 


This Library Club Bargain is possible only through a special purchase below usual wholesale prices. 


The stock is limited. This offer represents such a big reduction that shipping charges must be paid 


by the purchaser. No reduction on any of these books if bought separately. 


We Supply Any Book You Want—Send Your Check or Money Order With All Book Orders to:— 
THE BOOK DEPARTMENT, THE FINANCIAL WORLD, 53 Park Place, NewYork, N.Y. 
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In Coming 
Issues: 


CURRENTLY selling for only 
about ten times last year’s earn- 
ings, the common stock of one im- 
portant company has behind it 
(ignoring a small issue of preferred) 
net working capital equal to nearly 
80 per cent of market price. Results 
last year displayed remarkable re- 
covery from the deficit of the preced- 
ing twelve months and developments 
so far in 1934 have been such as to 
suggest further improvement in the 
company’s earnings. Non-dividend 
paying and frankly speculative, the 
issue nevertheless appears to have 
potentialities for those willing to 
ignore temporary fluctuations. An 
analysis will appear soon. 


RECENT figures from the auto- 
mobile industry suggest that the 
1934 peak of production has prob- 
ably been witnessed. What market 


‘policy, then, should be followed by 


holders or prospective purchasers of 
the securities representing this 
highly important business? Of 
course, conditions are seldom such 
as to warrant the same treatment 
for all members of the group, and 
just now it appears that a discrimi- 
nating attitude is called for. 


AS THIS is being written the 
highly controversial stock exchange 
control bill awaits only the ad- 
justment of two differences by 
Congress before being sent to the 
President for signature. Stock mar- 
ket procedure in coming years prom- 
ises to be extremely different from 
that of the past, and it is of the 
utmost importance that individual 
investors familiarize themselves with 
the effects of the new legislation on 
their securities, their operations and 
on the investment situation in gen- 
eral, A thorough discussion of these 
factors will appear in an early issue. 
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The Baltimore and Ohio Railroad Company 


SUMMARY OF ANNUAL REPORT FOR 1933 


IDENT 
vataemntanlasadennns Baltimore, Md., April 18. 1934. 


To the Stockholders of the Baltimore and Ohio Railrdad Company: 

The President and Directors present herewith a statement of the 
operations of the Company for the year ended December 31. 1933, 
including condensed Income Account compared with the preceding 
year, and Balance Sheet as of December 31st, with other informa- 
tion which may be of interest. 

The Annual Report in the customary form will be sent later to 
all stockholders who have advised or may advise the Secretary of 
the Company of their desire to receive it. ’ 

e net income for the year, after payment of interest and all 
other fixed charges, amounted to $204.772, as compared with a 
deficit in 1932 of $6,334,978 or an improvement in net income for 
1933 of $6,539.750. 

Compared with the preceding year, freight revenue reflected an 
increase of $7,320,236 notwithstanding the emergency increase in 
rates authorized by the Interstate Commerce Commission, effective 
January 4 1932 which had contributed about $300,000 per month 
to the Company’s revenues, terminated as of September 30, 1933. 

While there was a marked improvement in the passenger traffic 
during the last six months of the year-as compared with the cor- 
responding period of the previous year, the increase was not suffi- 
cient to overcome the drastic decline in the first six months, and as 
a result there was a decrease in passenger revenue for the year of 
$564.217, or 5.44%. There was, however, an increase of 1.62% in 
revenue passenger miles, reflecting improvement in the long-haul 
business. The Century of Progress Exposition held at Chieago from 
May 27th to November 12th, 1933. was a contributing factor to the 
increased passenger revenue realized during the last half of the 
year. The operation by your Company of completely air condi- 
tioned trains between New York and Chicago and St. Louis was 


also effective in regaining to your line some of the passenger traffic 
which had been diverted to other forms of transportation. Further 
additions during the year to the air conditioned equipment per- 
mitted more extended service of this character. 

Advantage was taken of the increased revenues to pursue a more 
liberal maintenance program. The expenditures for maintaining 
roadway and track were $622,333 greater than in 1932. Main- 
tenance of Equipment expenses were increased $1,853,693, represent- 
ing not only increased expenditures on equipment, but also increase 
in the depreciation charges. ' 

The property has been adequately maintained to assure safe and 
dependable gzervice. 

Although traffic as a whole increased, transportation expenses 
were reduced by $2,571,341, or 5.55%, and consumed but 33.21 
cents out of each dollar of revenue earned as compared with 36.82 
cents in 1932. 

During the year 1933 the obligations of the Company, outstand- 
ing in the hands of the public, were reduced more than $8,900,000, 

The present trend of industry seems to justify expectation for fur- 
ther improvement, and while no prophecy for the immediate future 
is here ventured, the outlook is more reassuring than it Was one 
year ago. With further revival of commerce, your Company should 
snare in the anticipated benefits from such recovery. 

To secure as great a 
volume of traffic as 
possible under present 
conditions, the interest 
and cooperation of 
the stockholders is 
earnestly solic- 


Very respectfully. President. 


INCOME ACCOUNT 


CONDENSED GENERAL BALANCE SHEET—DECEMBER 31, 1933 


Increase or Decrease 
Compared 


ASSETS 


987,243,034 


‘ ‘ Service..... 
1933 Amount % 
Revenue from freight transportation... .. $113.380,296 $ 7.320.236 6.90 
Revenue from passenger transportation... .. 9,798,466 * 564,217 * 5.44 I Se 0 i 99.079.055 
portation service ...........+.+++0+- 8.613.491 846.589 8.95 Investment in Miscellaneous Physical Property, etc............ 4,643,225 
Maintenance of Way and Structures....... $ 10,939,855 $ 622.333 6.03 6,674,116 
Maintenance of Equipment........ 24011165 1,853,603 | 8.37 
Total Railway Operating Expenses... . . $ 90,369,700 $*1.285.235 * 1.40 LIABILITIES 
Net Revenue from Railway Operations......$ 41.422.553 $ 7,194.665 21.02 684,381,370 
Equipment, Joint Facility Rents, ete....... 4,416,626 1,067,154 31.86 and 
econstruction Finance Corporation Loans. . 69,582.77 
Total Charges to Net Revenue........$ 12,573,352 $ 318,862 2.60 Other Loans and Bills Payable AS a Er 32'102.467 
Act $ 28,849,201 $ 6,875,803 31.29 Lane ton bio. 408-200 
Other Income—Rents, Dividends on Stock and Less capital stock of lessors held by 
Interest on Bonds owned.............. 6,218,021 * 360,808 * 5.48 the Company ......... | 5,250 10,457,950 
Current Liabilities—Traffic and Car Service, Accounts and Wages 
Total Income from all sources.......$ 35,067,222 $ 6.514.995 22.82 Payable, Accrued interest 22,699,337 
Liability for Provident Funds and Other Deferred Liabilities... . 1,104,110 
Deductions for Interest and Rentals........$ 33,715,331 $ 319,365 0.96 
et Accrued Depreciation on Equipment............ 82,455,574 
All Other Charges against Income......... 1,147,119 * 344,120 *23.08 Other Unadjusted Credits...........0..e0000% 8,626,744 91,082,318 
Total Deductions from Income........$ 34,862,450 $* 24,755 * 0.07 (Net Balance).... 14.597.059 
Net Income or 204.772 $ 6,539,750 ..... sees 88,455,389 __91.811.110 
Grand Total 


*Decrease. 


Henry Ford: I don’t see anything 
wrong with conditions. Things have 
been picking up and I look for further 
improvement in all lines. 


Frank C. Rand, Chairman, Interna- 
tional Shoe Company: I read a lot of 
stuff coming out of Washington that 
creates a sense of nausea, but I try 
to comfort myself a little with an early 
Christian environment in which I 
learned Christ’s prayer on the cross— 
“Father forgive them, for they know 
not what they do.” 


E. K. Woodworth, President, the New 
Hampshire Savings Bank: When the 
Federal Government indicates its pur- 
pose to spend or lend public funds to 
duplicate or reduce the field of opera- 
tions of properties in which millions 
of dollars have been honestly invested 
and from which millions of people have 
derived the benefits of light, heat and 
power, even the holders of triple A 
bonds well may join their less fortunate 
brethren in considering what should be 
done about it. 
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I wholly disapprove of what you 
say and will defend to the death 
your right to say it.—VOLTAIRE. 


J. F. Fogarty, President, The North 
American Company: During the past 
20 years nine different nation-wide in- 
vestigations of public utility companies 
have been inaugurated by or through 
some Federal agency and as many as 
three have been conducted simultane- 
ously. 


A. G. McKnight, Director of Litiga- 
tion, NRA: We will deny the right of 
industrial giants to wreck each other 
and cause national disaster. 


H. |. Phillips, Columnist: After a 
casual inspection of the new regula- 
tions, you feel that the only place a 


. citizen can go and be safe from trouble 


these days is in the stock market. No 
similar protection is thrown around 
him in any other sphere of life. 


David E. Lilienthal, Director, Tennes- 
see Valley Authority: To avoid dupli- 
cation of facilities, to avoid territorial 
competition, to buy property at fair 
prices, are cardinal policies of the 
Tennessee Valley Authority. 


John J. O’Brien, President, Standard 
Gas & Electric: We believe the public 
utilities are entitled to protection from 
destructive competition since all of 
their operations already are under com- 
prehensive public regulation and also 
from the unduly heavy burden of taxa- 
tion, and that investors in public utility 
securities, in their own interests, should 
acquaint their regularly elected repre- 
sentatives with the facts respecting 
those unfair governmental policies, 
whether local, state or national, which 
tend to destroy the value behind these 
investments which have such a wide 
diffusion of ownership among the 
American people. 
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The 
Market Situation 


€4HIiGHLIGHTS 


The greater part of the past week was 
marked by moderate improvement in se- 
curity prices in spite of the exaggerated 
importance placed by many quarters on the 
future effects of the exchange control bill. 


Recent important developments that under 
more normal circumstances would almost inev- 
itably have led to spirited security price rallies 
have proven impotent to dispel the cloud of regula- 
tion by legislation now overhanging the stock mar- 
ket. Price improvement during most of the past 
week can be attributed almost entirely to the tech- 
nical position of the market following three weeks 
of practically uninterrupted declines, and even last 
Wednesday’s progress on the silver situation, which 
should have strong appeal to the imagination of 
the inflationists, was followed by little immediate 
increase in the public’s market interest. The be- 
ginning of Thursday’s rally came too late in the 
day to attribute the better action entirely to the 
silver announcement. Study of the exchange con- 
trol bill leads to the opinion that its probable un- 
favorable effects have been grossly exaggerated as 
to their importance, and that later on a saner view 
of the matter will gain ascendency. In the mean- 
time, however, it cannot be denied that it con- 
stitutes the most discussed factor in the financial 
district. 


T os who would buy stocks recognize the fact 
that the seasonal peak in general business has been 
reached, and have been awaiting clues as to the 
probable extent of the summer recession. Thus 
with the disposition now to suspend judgment on 
the business situation, Washington is being looked 


to as a source of inspiration. Little that has devel- . 


oped there in recent days has had much bearing 
of importance upon the immediate situation, but 
looking beneath the surface we find indications of 
such things as a swing away from too strict regi- 
mentation of business, plans for peak expenditure 
of Government money during the three months im- 
mediately ahead, implications of abandonment of 
price manipulation as part of the NRA and other 
moves which should be reassuring to business. 
Of course, the one development that is looked for- 
ward to with much hope is early adjournment of 
Congress, which will sound the deathknell for 
numerous legislative proposals that businessmen 
fear. Regardless of the obvious obstacles which 
the Government has placed in the path of speedy 
revival of trade and industry, corporation reports 
continue to be reassuring, with statements of in- 
creased earnings that have appeared during the 
past six weeks outnumbering more than three to 


WORLD 


NEW YORK, MAY 23, 1934 


one those which have shown declines. Dividend 
increases likewise have far outnumbered reduc- 
tions or omissions, the ratio in this case being 
about five to one. 


F ROM a technical standpoint there is much to 
be found that would suggest that price improve- 
ment is due. The volume of trading has been of 
extremely small proportions but such increases in 
activity as have been noted usually accompanied 
the minor rallies. Some revival in demand for 
preferred stocks has developed and bonds, after 
declining steadily since about the middle of April, 
have again turned upward in vigorous manner. 
Railroad shares, following a greater percentage de- 
cline than the industrial section of the list since 
the April peak, have been encouraging market stu- 
dents by their better than average performance 
during more recent sessions. The utilities have 
been experiencing their usual narrow fluctuations, 
but the trend has been toward somewhat better 
levels for most of the members of this group. 
Strength in grain prices has meant nothing to 
stocks inasmuch as the mark-ups in the cereais 
have come as a result of crop damage which 
naturally will have an adverse effect upon purchas- 
ing power in the districts comprising the drought 
area. However, viewed as a whole recent market 
action has contained at least a hint that a bottom 
is being slowly formed. 


Rerention of long term holdings of sound 
securities which have been intelligently selected is 
fully warranted. The potentialities of the coming 
months are such as to justify the investor seek- 
ing out unusual bargains for addition to his list at 
advantageous prices, and the present affords an 
opportunity for switching out of doubtful issues 
into others which appear to hold greater promise. 
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The Trend 
Things 


Digest and interpretation of current 
business and financial developments 


Drought news has thrown a damp- 


The ening influence upon business senti- 
State ment in numerous sections of the 
of Trade country, although the actual effect of 


the crop damage naturally has not yet 
been reflected in trade figures. Crop 
damage of important proportions inevitably causes 
trade dislocation and reduced purchasing power in 
the areas affected, and the higher prices which result 
from the ensuing shortages mean little to those 
farmers who have nothing to sell. Nevertheless, in 
the present case the net effect upon general business 
does not promise to be as serious a consideration as 
some observers apparently feel. There exist large 
stocks of the important farm commodities that have 
been carried over from the preceding year, which 
can now be put upon the markets at materially in- 
creased prices to replace the supplies that have been 
irreparably damaged, and which under different cir- 
cumstances would continue to lie idle on the farms. 
Thus in theory there should be no reduction in total 
purchasing power of the grain farmer. As pointed 
out above, however, some areas will inevitably suffer. 
But it remains that crop damage has received more 
emphasis as a bearish influence upon general busi- 
ness than the facts warrant. 

The approach of the summer months finds divergent 
trends among the various lines of industrial activity. 
Automobile production has been declining rapidly 
for two weeks, the year’s peak of 99,300 units (April 
28) comparing with the latest estimate of 79,000 
units. This downward trend will doubtless continue 
into coming months, but the rate of decline is ex- 
pected to decrease considerably. Electric power pro- 
duction figures still closely follow the usual seasonal 
trend, remaining materially above the levels of a 
year ago. Numerous textile mills have shut down 
temporarily, reflecting the fact that inventories had 
been built up to too large proportions rather than any 
material decline in consumer demand. As a matter of 
fact, mercantile reports from most sections of the 
country tell of sales running 10 to 20 per cent ahead 
of last year. 

Building construction figures have 


Small been particularly disappointing in re- 
cent months, our seasonally adjusted 
SI index of new building showing a per- 

ump sistent decline since the late Novem- 


ber peak. The reason for the latter 
performance is largely the fact that the so-called 
utility and public works classification has failed to 
maintain the relatively high levels established during 
the latter part of 1933. According to F. W. Dodge 
figures, activity in this division during the past eight 
months has been as follows: September, $60 millions; 
October, $93 millions; November, $111 millions; De- 
cember, $133 millions; January, $114 millions; Feb- 
ruary, $53 millions; March, $93 millions; April, $70 
millions. Inasmuch as this type of work under pres- 
ent circumstances is being financed largely with Gov- 
ernment money, the conclusion is obvious that the 
flow of such funds has been tapering off. 
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It is important to bear in mind the fact that a sub. 
stantial portion of some $3.3 billions has been allo. 
cated for work of a sort that would be included jp 
the above figures, but no information has been forth. 
coming from Washington as to the amounts actually 
so spent. Thus the opinion appears warranted that 
it is the plan of the Administration to release thege 
funds during coming months coincidently with the 
usual summer recession in general business activity 
so as to take up the seasonal slack in industry. The 
summer decline should, therefore, be of quite mod- 
erate proportions and there exists adequate justifica. 
tion for the expectation of a recovery movement ip 
the autumn of much more vigorous nature than that 
seen this spring. It is entirely possible that the 
Administration will see sufficient improvement dur. 
ing those later months to warrant, in its opinion, the 
cessation of the heavy Governmental expenditures, 
but if the now remaining portion of the $3.3 billions 
has then been entirely spent, it doubtless will have 
in its possession the $1.3 billion additional that it 
requested last week. 


If perseverance and tenacity is a vir- 


Something tue, the Silver Senators have first 
For claim to it. They finally got action, 
Silver and new silver legislation is in the 


offing. According to present plans the 
forthcoming bill will include a declara- 
tion of policy that the Government recognizes silver as 
primary money and that the nation’s metallic reserves 
shall be 25 per cent silver and 75 per cent gold. This 
part of the bill is mandatory, and supplemented by both 
mandatory and permissive authorization directing the 
Secretary of the Treasury to purchase silver until it 
reaches a price of $1.29 an ounce or until the metallic 
reserve strength reaches 25 per cent. Finally, the 
President will get permissive authorization to nation- 
alize silver through condemnation. 

According to the silver bloc the proposed bill will 
ultimately result in the acquisition of about 1.7 billion 
ounces of the white metal by the Government, against 
which silver certificates would be issued on a fixed 
monetary value of $1.29 per ounce and thereby could 
at least, theoretically, lead to an expansion of the cur- 
rency of about $2.4 billions. Were the silver reserves 
not figured on a value basis, but on a commercial ratio, 
much more of the white metal would be required to 
obtain the proposed 25 per cent. The issuance of silver 
certificates under the proposed bill would doubtless re- 
sult in a corresponding drop in outstanding Federal 
Reserve notes and increase the Federal Reserve ratio. 

This piece of legislation is clearly inflationary. 


- WEEKLY INDEX OF INDUSTRIAL PRODUCTION 
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THE COMPONENTS. This is an unweighted index of five sensitive 
series of industrial activity ; new building contracts, electric power 
production, automobile output, steel mill activity, and merchan- 
dise, miscellaneous and less-than-carload freight traffic. Adjust- 
ments have been made for normal seasonal variation, and the 
average for the four years in 1925-1928 is used as the base. 
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Recovery With and 
Without Regimentation 


A comparison of America’s recovery under the New Deal 
with that of other nations which have had no regimentation 


mark of the reign of the New 

Deal invites a review of its ac- 
complishments and the progress that 
has been made on the road toward 
recovery from the valley of the de- 
In the aggregate the re- 
sults so far have been satisfactory. 
The banking and monetary crisis 
which early last year threatened to 
upset the fundamentals of our eco- 
nomic existence was overcome and 
the country again rests upon a sound 
and solid monetary basis. Indus- 
trial and commercial activity in 
most divisions of our national econ- 
omy has been revived and has made 
great strides toward normalcy. The 
large army of unemployed has been 
materially reduced and this accom- 
plishment has added correspondingly 
to the aggregate purchasing power 
of the country. Agricultural commod- 
ity prices have been raised and the 
vexing problem of farm- 


To passing of the first year 


course in each nation until the nat- 
ural bottom was reached, whereupon 
recovery had to come following the 
common laws of the business cycles. 


CCORDING to statistical data 

collected by the League of Na- 
tions for the various countries the 
depth of the depression was not 
reached at the same time by all na- 
tions. The lowest point of business 
activity for the United States, 
France, Sweden and Austria was 
recorded in July, 1932, and for Ger- 
many in August of the same year. 
Great Britain registered the ebb of 
the depression during September of 
the same year, whereas Canada 
marked the lowest point of the busi- 
ness decline in February, 1933. 

In view of the different methods 
by which these indices are compiled 
in the various countries it is difficult 
to make exact comparisons and the 


ers’ indebtedness brought 
nearer to a final solution. 
All in all the United 
States today offers a 
more wholesome and 
more gratifying picture 
than it did a year ago. 
Inasmuch as the whole 
progress registered has 
been made under the 
egis of the New Deal, it 
is natural that the spon- 
sors and advocates of this 
new order claim a hun- 
dred per cent credit for 
this achievement. To what 
extent is this assumption 
justified and where would 
this country stand today 
without the New Deal? 


HE answer to that 
question can be found 
only in a comparison with 
economic developments in 
other countries which 


DPE 


28 per cent for the Austrian nation. 
If one compares the advance in 
recovery with the decline from the 
highest month of the prosperity to 
the lowest month of the depression 
the United States at the beginning 
of the current year had regained 29 
per cent of its losses, as against a 
gain of 46 per cent for Great Brit- 
ain, 27 per cent for Germany, 23 
per cent for Canada, 22 per cent for 
France and 76 per cent for Japan. 


STILL different picture is offered 
by another set of statistical data 
of the League of Nations, which has 
reduced the indices of industrial 
production of the various countries 
to a common basis, placing the aver- 
age results for 1928 as equal to 100. 
On this basis, Japan at the end of 
1933 had advanced about 39 per cent 
above the 1928 level. None of the 
other countries included in that com- 
pilation had at the begin- 
ning of the current year 
attained the 1928 level, 
and the percentages of 
extreme losses regained 
were 32 per cent for U.S., 
92 per cent for Britain, 40 
per cent for France, 35 
per cent for Germany and 
43 per cent for Canada. 


HE remarkable dis- 
crepancy between the 
United States and Great 
Britain, as shown in this 
compilation, is explained 
by the fact that the year 
1928 was one of relatively 
low industrial activity for 
Great Britain, whereas 
the United States at that 
time was not far from 
the peak of prosperity, 
which was attained in the 
middle of 1929. 
The logical conclusion 
to be drawn from this 
array of comparative sta- 


have refrained from such 


- experiments as have been 


undertaken by our Administration 
in its endeavor to foster and accel- 
erate the pace of recovery. The 
depression which started in 1929 
has been worldwide in scope, and 
practically all nations have been 
drawn into the maelstrom. Conse- 
quently, because of the absence of 
counterbalancing factors in any part 
of the world, it had to run its true 
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results thus give only approximate 
values, but they are sufficient to in- 
dicate the general trend and the rate 
of recovery. The percentage gains 
recorded from the lowest point of the 
depression to January, 1934, were 34 
per cent for the United States, 27 
per cent for Great Britain, 33 per 
cent for Germany, 39 per cent for 
Canada, 34 per cent for Sweden, and 


tistical data is that under 
the New Deal the United States has 
made a relatively satisfactory show- 
ing, but that other nations without 
such regulations and governmental 
interference with business and indus- 
try have done even better. Recovery 
from any depression is contagious— 
more so when the depression is a 
worldwide phenomenon. The natural 
revival of industrial activity in Great 
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Britain, France, Germany, Canada 
and elsewhere has undoubtedly sup- 
ported our recovery as have these 
countries gained by our return to 
more normal business conditions. 

The superior economic and finan- 
cial resources at the disposal of the 
United States might perhaps lead to 
the inference that without the regi- 
mentation of our industrial life as 
imposed by the New Deal, we would 
probably be enjoying today a greater 
advance towards ultimate recovery, 
an advance at least equal to that 
registered by other nations. There 
is no doubt that many divisions of 
our industrial life have found mate- 
rial support in the regulations of the 
New Deal, especially where it has 
done away with unethical and per- 
nicious trade practices, formerly the 
sources of heavy losses. But recov- 
ery in this country so far has been 
largely limited to the production of 
consumers’ goods, whereas the cap- 
ital or durable goods industry is 
trailing very much behind 

The principal reasons for the lat- 
ter condition are to be found in the 
regulations and policies of the New 
Deal, which have practically closed 
the long term capital market so nec- 
essary and indispensable in fur- 
nishing the lifeblood for this section 
of our industrial life. In addition, 
the lack of a stable and clearly out- 
lined monetary policy of the Admin- 
istration has in many instances pre- 
vented industry from expanding and 
embarking upon new enterprises, 
and this situation continues to be a 
decided handicap for the general 
progress of the recovery movement. 


HE methods of the New Deal in 

fostering industrial and business 
revival differ fundamentally from the 
methods applied by other nations. 
So far the United States has bor- 
rowed its way back to prosperity 
through tremendous governmental 
expenditures and a corresponding 
increase in our public debt, which 
cannot but finally result in higher 
taxes. The sponsors of the New 
Deal have inaugurated an entirely 
new economic policy in forcing in- 
dustry to boost wages, reduce hours 
and create additional employment 
before profits are realized to war- 
rant such a procedure. It is true 
that these policies are frankly called 
experiments, and it would be haz- 
ardous to attempt any definite pre- 
diction at the present time as to the 
ultimate outcome. 

On the other hand, countries like 
Great Britain have followed the old 
and more conservative practice of 
first balancing the budget and keep- 
ing the wage level down. The reali- 
zation of a budgetary surplus for 
the last fiscal year will allow Great 
Britain to consider the possibility of 
tax reductions, whereas the United 
States will have to go in the opposite 
direction. Germany, France, Italy 
and other countries also have ap- 


494 


- 


N COMPARISON with the un- 

satisfactory showing of the early 

months of 1933, when operations 
were severely restricted as a result 
of the banking moratorium, the steel 
industry has given an excellent per- 
formance thus far in 1934. The 
monthly daily average figures of in- 
got production of open hearth and 
bessemer steel have been running as 
follows: 


1933 1934 
*Month: -' Output Output Gain 
-tons——— 
39,618 73,959 + 86% 
February....... 45,286 92,147 +104 
33,699 103,600 +207 
54,514 117,425 +116 
Pee 74,148 *128,000 + 73 
* Estimated 


The chart on the opposite page 
provides a graphic portrayal of this 
improvement and shows the differ- 
ence in the timing of the seasonal 
movements in the two years. The 


. banking moratorium in March, 1933, 


made that month the low point of 
the year instead of the seasonal peak 
which it normally represents. This 
was followed by a bulge in output 
from that point until the abnormal 
July peak which resulted from for- 
ward buying and a building up of 
stocks in anticipation of higher costs 
under NRA. In the first quarter of 
this year the normal seasonal up- 
ward trend was in evidence, although 
considerably augmented beyond the 
normal seasonal percentage of im- 
provement over the January output, 
but the seasonal movement has been 


plied deflationary measures to stim- 
ulate industrial recovery and have 
saved their industry from the men- 
ace of an uncertain monetary policy. 


HE example offered by other na- 

tions and the record of their re- 
covery seems to be giving pause to 
our Administration, which gives 
signs of hesitating to embark upon 
further regimentation and restric- 
tions, and of giving the natural eco- 
nomic forces of the country a freer 
play. History has plainly demon- 
strated that the government rules 
best which governs least and re- 
frains as much as possible from any 
interference with business. Radical 
changes in the natural order are 
dangerous experiments and doubtful 
of success, - 


Where 


Steel 


* Are steel stocks 
a buy now? 


extended to a probable May peak, 
which will apparently prove to be 
more than 27 per cent above the 
March rate of output. 

It is now well recognized that the 
bulge of last July was distinctly 
artificial and abnormal and there- 
fore had to be compensated for by 
the rather sharp and unseasonal de- 
cline which culminated last Novem- 
ber in a daily average output of 
59,300 tons. It is also now recog- 
nized that the May peak of this year, 
which is estimated at a daily aver- 
age rate of 128,000 tons, represents 
a somewhat artificial rate of output 
in excess of the current rate of con- 
sumption so that some compensating 
decline in operations is to be anti- 
cipated in the months ahead. It ap- 
pears, however, that the present rate 
of excess is not nearly as large as 
was represented by the same peak 
rate of last July, since trade esti- 
mates indicate a recent level of ac- 
tual consumption at a rate of nearly 
115,000 tons daily. 


HE cause for the excessive pro- 

duction at this time is to be found 
in the steel price increases which 
have been announced to become ef- 
fective at the end of the second 
quarter. Under the provisions of 
the steel code shipments under 
second quarter contracts must be 
completed by June 30 and all busi- 
ness done thereafter must be subject 
to new third quarter contracts at the 
new and higher prices. It is only 
natural, of course, that the different 
steel consuming lines will not stock - 
their supplies to any uniform degree, 
for in addition to the various uncer- 
tainties as to their anticipated vol- 
ume of third quarter business and 
the question of financial limitations 
there are certain concrete limita- 
tions in such products as plates and 
shapes. The latter generally can- 
not be stocked far in advance be- 
cause the sizes needed are not 
known, and in the cases of rails 
and tinplate no price advances have 
been announced and there is, there- 
fore, no need to stock these prod- 
ucts. 
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Heading? 


* If so, which are 
most attractive ? 


HE appearance in recent weeks 

of receding tendencies in various 
lines of industry appears to herald 
the approach of summer recession 
in business and has raised the un- 
certainty as to whether the decline 
will keep within normal seasonal 
proportions. The effect of this is 
being felt in numerous general steel 
lines and especially in the prospec- 
tive rate of demand from the auto- 
mobile industry which has been the 
steel industry’s most active and im- 
portant outlet this year. Thus, the 
excess of steel production in the sec- 
ond quarter will be comparatively 
moderate and since the complete 
shipment of finished products re- 
quires on the average between two 
and three weeks after the making of 
the steel ingots it may be expected 
that the current peak of steel ingot 
production will have been passed by 
the end of May or the forepart of 
June at the latest. The comparisons 
of current steel operations with a 
year ago will continue to be less 
favorable in coming weeks until the 
end of July, when comparisons with 
last year’s bulge will be replaced by 
comparisons with last year’s late 
summer and fall recession. 

Nevertheless, the situation and 
outlook now are more favorable in 
their implications as to performance 
over the balance of this year than 
were the circumstances which ex- 
isted in the second quarter of 1933, 
and the steel industry will be in a 
much better position to reflect sea- 


sonal upturn in general business in 
the late summer and fall of this 
year. 

Despite the handicaps of an up- 
ward trend in costs and the fact 
that operations in the first three 
months averaged only a little over 
41 per cent of capacity, the steel 
companies made a_ considerably 
better earnings showing in the first 
quarter of 1934 than in the same 
period of 1933 although for the most 
part they failed to cover bookkeep- 
ing charges and interest. Since steel 
is an industry which is subject to 
heavy overhead the importance of an 
expanding rate of operations can 
hardly be over-emphasized in rela- 
tion to earnings prospects. Conse- 
quently, the expansion of operations 
in the second quarter of this year to 
an average probably 60 per cent 
ahead of the second quarter of 1933 


and 35 per cent ahead of the first 
quarter of 1934 may be counted upon 
to more than offset further increases 
in costs due to higher wage rates, 
shorter hours, and higher costs of ma- 
terials and supplies. Consequently, 
second quarter earnings will com- 
pare favorably with the first quarter 
and with the second quarter of last 
year and will probably show some 
balance of earnings left for pre- 
ferred and common stockholders of 
most of the leading companies oper- 
ating in the industry. 


HEREFORE, unless further de- 

velopments in the coming weeks 
should serve to nullify present ex- 
pectations of resumption of business 
recovery in the latter half of this 
year, the progress of the steel com- 
panies in the first two quarters may 
be taken as an augury of their re-. 
turn to a favorable earnings posi- - 
tion. Those who are holding shares 
of the leading integrated and spe- 
cialty steel companies thus are fully 
warranted in maintaining their posi- 
tions despite temporary uncertain- 
ties, since further business recovery 
must inevitably find reflection in the 
affairs of these units. Among the 
best situated of the leading in- 
tegrated and specialty steéls may be 
included National Steel, Inland, 
Bethlehem, U. S. Steel, Republic 
Steel, American Rolling Mill, and 
Ludlum. 


Trouble Ahead 


ISCUSSIONS of plans for a 
D systematic curtailment of tex- 

tile production—already put 
into practice by some divisions of the 
silk industry—have resulted from 
evidences of declining demand dur- 
ing recent weeks for textile products. 
Inasmuch as this industry has been 
the bell-wether of the improvement 
in general business during the past 
two years, current trends in the field 
are attracting more than passing at- 
tention. Developments in the rayon 
division, generally regarded as the 
most prosperous portion of the in- 
dustry, are causing especial concern 
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for the Textiles 


as to the outlook not only during 
the current quarter, but for the re- 
mainder of the year. — 

One of the leading producers re- 
cently slashed rayon yarn prices by 
an aggregate of 20 per cent in order 
to stimulate demand and to avoid 
accumulations of inventories. It is 
significant that this reduction was 
made in the face of higher produc- 
tion costs under the NRA codes 
and renewed demands of the tex- 
tile labor unions for higher wages 
and the general introduction of the 
30-hour week. The situation of the 
rayon industry is surther compli- 
cated by the uncertainty regarding 
a compensatory processing tax to be 
placed on rayon yarns to equalize the 
status of this industry with that of 
the cotton goods manufacturers, who 
already pay such a tax. Labor 
troubles are almost a permanent fea- 
ture of the textile industry; cur- 
rently two of the largest plants pro- 
ducing viscose yarns are closed by 
strikes and in other localities strikes 
are brewing. 

Competition from silk manufac- 
turers has become intensified be- 
cause of the low prices for this fibre, 
which is currently selling for $1.30 
a pound. The Japanese are making 
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strong efforts to recover a larger 
portion of their markets. In this 
endeavor they may be expected to 
keep silk prices at a reasonably low 
level and the trade believes that a 
price of $1 per pound is quite within 
the realm of possibility. 

Price contractions in cotton goods 
under the influence of increasing 
consumers’ resistance and ensuing 
lower sales volume have also become 
a serious matter. This situation is 
partly responsible for the sharp drop 
in prices for raw cotton. Labor 
union leaders who during recent 
months have made strenuous efforts 
to increase the ranks of their fol- 
lowers are much vexed by the price 
reductions introduced by the textile 
industry as they go far to invalidate 
claims for higher wages and afford 
the manufacturers a basis for refus- 
ing any further concessions. This 
situation carries the germ of many 
more strikes and until the strike 
fever has run its course and price 
and wage conditions become stabil- 
ized, any appraisal of long term de- 
velopments in the industry is hazard- 
ous. As matters stand at the pres- 
ent time, however, a lower rate of 
activity for the cloth manufacturers 
during the summer months and cor- 
respondingly small profits appear to 
be indicated. 


We Pledge and 
We Don’t 


HEN the Democratic party con- 

vened at Chicago to select its 
Presidential slate and draw up the 
platform upon which it was to go 
before’ the electorate and invite its 
support, the opening paragraph 
pledged immediate steps toward the 
reduction of Gayernment expense of 
at least 25 per cent and the elimina- 
tion of the excess of bureaus that 
had attached themselves to the ship 
of state. 

Here was a pledge that itself in- 
vited support for even the expenses 
of running the administration prior 
to the advent of the present one 
were considered excessive and bur- 
densome. But like most political 
pledges it was simply a bait for 
votes. 

That pledge so far has not been 
fulfilled. Our largely increased tax 
bill next year conclusively proves it. 
If we seek for additional evidence of 
broken promises just pause and 
count the great additions to the 
bureaus that have been set up to 
process the innumerable AAA’s, 
CWA’s, PWA’s, and the remainder 
of the alphabet. 

We were also led to believe that 
repeal would cut taxes and joyously 
did the nation embrace this oppor- 
tunity. What has happened? The 
record to date tells the story—one of 
keen disappointment, 
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Another Year of Sunshine 
for California Packing? 


HE long term record of Cali- 
I fornia Packing has been one of 
sunrises and sunsets so far as 
profits have been concerned for the 
size and price of the fruit and veget- 
able pack in California has either 
brought large profits to the company 
or substantial losses. For the fiscal 
year ended February 28, 1934, for 
instance, California Packing was 
able to earn $4.28 a share, as com- 
pared with large deficits in the pre- 
vious two years, representing the 
best year since 1930 when $6.16 a 
share was reported. It would ap- 
pear, therefore, that the company 
has entered its cycle of profitable 
years which usually follow a series 
of lean years but there are a number 
of factors of uncertainty which sug- 
gest that the progress this year may 
not be as favorable as a year ago. 
Recommended in the May 24, 1933, 
issue of THE FINANCIAL WORLD at 
around 19, California Packing com- 
mon stock has since sold as high as 
34} and is now quoted a few points 
under the year’s high. Should the 
profits in the stock be accepted or 
are further possibilities of market 
appreciation indicated? 


A “Prince and Pauper” 


It is a simple matter to trace the 
“prince and pauper” trend in the 
canning industry for the size of the 
annual pack has always been a factor 
in determining the profits or losses 
of the food packers. The yearly 
figures for the California fruit and 
vegetable packs and the Alaska 
canned salmon packs compare with 
the earnings of California Packing 
as follows: 

—Thousands of Cases— 


ege- Earned 
YEAR Fruits tables Salmon per Sh.* 
16.775 8,729 3,572 $3.52 
20,223 10,474 6,083 6.38 
15.585 13,260 5,370 6.16 
,.. 18,013 12,639 5,032 0.09 
. 12,669 5,634 5,403 D5.02 
0,14 6,770 5,245 D4.68 
15,424 8,515 +t5,000 4.2 


*Fiscal years beginning March 1. {Partially 
estimated. D-Deficit. 


The foregoing record illustrates 
clearly that there has been a prac- 
tically continuous decline in both the 
fruit and vegetable packs since 192% 
and similarly earnings per share on 
California Packing have been turned 
from large profits to substantial 
losses. In 1933, however, the in- 
creases in both the fruit and veget- 
able packs changed a loss of $4.67 a 
share into a profit of $4.28 a share. 
But these figures do not tell the 
whole story for prices and stocks on 
hand are also an important determin- 
ing factor and often spell the diff- 
erence between inventory profits and 
losses. It will be noted, for instance, 
that in 1930, a year in which the 
fruit pack increased and _ prices 
were showing a sharp decline, the 
earnings of the company dropped 
from $6.16 to 9 cents a share. Over- 
stocked shelves and mounting sur- 
pluses in 1931 and 1932 were also 
factors which caused losses. 


The Leading Packs 


From the standpoint of volume 
California Packing is most in- 
terested (in order of importance) in 
peaches, apricots and pears; these 
items constitute over 90 per cent of 
the fruit pack, which also includes 
cherries, 


pineapples, grapes and 
prunes. In the vegetable pack 
tomato products, asparagus and 


spinach, similarly represent over 90 
per cent of the total volume which 
also covers small quantities of string 
beans, peas, corn, carrots and beets. 
It is, therefore, the major pack items 
such as peaches and tomatoes which 
are most important in the determi- 
nation of California Packing’s earn- 
ings. A review of the stocks of 
peaches on hand reveals that the 
canned goods on dealers’ shelves on 
April 1 were 35 per cent below the 
first of the year and only one per 
cent above the same date of 1933. 
Stocks of tomatoes held on April 1 
(Please turn to page 511) 
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Government Ownership Coming? 


* So many predictions of government ownership of the railroads 

are heard that many investors have become convinced that it is 

inevitable. Is it really probable that Uncle Sam will eventually take 

over the railroads, and if so, what would be the outcome for owners 
of rail securities? 


ANY plans have been ad- 
M vanced for improving the 
status of the American rail- 
roads and solving the fundamental 
problems with which they are faced. 
There are many points of difference 
in the suggestions which are offered 
by both official investigators and 
self-appointed advisers, but there 
seems to be one point upon which 
all types of counselors are in agree- 
ment to a surprising degree. Most 
of them declare that the only alter- 
native to adoption of their plans is 
government ownership of the rail- 
roads. Consequently, it is not sur- 
prising that a large section of the 
public has come to the conclusion 
that government ownership is prob- 
ably inevitable sooner or later. 
About a month ago, before the 
railroad managements and the labor 
union leaders had come to their 
agreement for a gradual restoration 
of the 10 per cent wage “deduction,” 
President Roosevelt appointed a spe- 
cial committee, consisting of Secre- 
taries Perkins and Roper and At- 
torney-General Cummings, to pre- 
pare for the formulation of a new 
national policy for the railroads. 
At the time, the President was rep- 
resented as having expressed a con- 
viction that extensive changes in the 
corporate organization of the rail- 
roads are imperative and as having 
stated that there are only two pos- 
sible solutions for their problems: 
1. Capital reorganizations or read- 
justments relieving the carriers of 
a large part of the burden of fixed 
charges; 2. Government ownership 
and operation. 


First Alternative Favored 


The President is also reported to 
have said that almost everyone 
favored the first alternative. There 
seem to be good grounds for the be- 
lief that the Chief Executive has no 
desire for government ownership of 
railroads in this country. Further- 
more, the movement for extensive 
changes in railroad organization will 
probably be dropped until the 
Federal Coordinator has completed 
his studies and made his final] re- 
ports and recommendations, now 
that the threat of labor troubles has 
been removed for a period of ap- 
proximately one year. At the same 
time, the wide publicity given to the 
President’s views at the time of the 
appointment of the special com- 
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mittee has been the cause of con- 
siderable anxiety among rail inves- 
tors. Holders of railroad stocks and 
bonds do not find the prospect of 
either alternative at all pleasing. 

For the reassurance of rail inves- 
tors, it may be stated that the re- 
ported dictum of the President is by 
no means the final word in formula- 
tion of a national railroad policy. It 
seems probable that his expression 
of views upon the occasion of the 
appointment of the Cabinet com- 
mittee was inadequately reported. 
In any event, Congress will formu- 
late any new comprehensive railroad 
program which may be forthcoming, 
and that body has shown an increas- 
ing disposition to think for itself. 
The outside influence which is likely 
to carry the greatest weight with 
the members of Congress is the re- 
port which Coordinator Eastman 
will present at the next session. It 
seems very improbable that Mr. East- 
man, who is an appointee in whom 
the President apparently has the 
greatest confidence, will reach con- 
clusions equivalent to the two 
alternatives reported to have been 
outlined by the leader of the Admin- 
istration. 

In the first place, it is evident 
that it would be quite impossible to 
effect any forced recapitalization of 
all the railroads without a constitu- 
tional amendment. Even in cases 
where a railroad is in receivership, 
a majority of the bondholders can 
not be forced to accept a scaling 
down of their claims against their 
will. (Some railroads have remained 
in receivership many years because 
of the inability of the various classes 
of bondholders to agree upon a 
mutually acceptable plan of reorgan- 


ization.) While there may be some 
railroads which are not now under 
the control of appointees of the 
courts which are in need of recapi- 
talization, there are numerous others 
which are earning their fixed charges 
this year, and some which covered 
all of their bond interest require- 
ments and other obliga- 
tions by good margins in 
every year of the depres- 
sion. Constitutional safe- 
guards would not permit 
the expropriation of bond- 
holders of these roads, who 
would certainly stand upon 
their rights. Conse- 
quently, there does not 
seem to be any reason for 
rail bondholders to fear 
any general forced reduc- 
tion in the principal or in- 
terest of the obligations 
which they own. 

As for government own- 
ership, the admission of Coordinator 
Eastman (who has been the leading 
proponent of the theory of govern- 
ment operation despite his assertions 
in the quotation accompanying this 
article) in his preliminary report 
that, while he continued to favor it 
as the ultimate solution, consumma- 
tion would not be feasible in view 
of the financial conditions faced by 
the Government, is most significant. 


The Railroad Burden 


In fact, it would seem to remove all 
possibility of any material advance 
(or, some would doubtless say, retro- 
gression) toward government own- 
ership for at least several years. It 
is undoubtedly true that the Treas- 
ury, already burdened by a huge in- 
crease in the public debt and the 
assumption of sizeable contingent 
liabilities, could not stand the strain 
of the assumption of billions of rail- 
road obligations. 

(Please turn to page 506) 


“Il have no desire to assume the 
role of propagandist for public 
ownership and operation, or to 
have such a policy adopted until 
the people of the United States 
either want it or believe it to be 
necessary. | have believed that 


they should be thinking about it, 
for it may prove to be necessary, 


and in that event it is highly de- 
sirable that the country should 
be prepared to undertake it in 
the best possible way and with 
all possible safeguards.” 


Joseph B. Eastman, 
Federal Coordinator 
of Transportation 
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PASSING IMPRESSIONS 


By EuGeNe Katz 


The frightened attitude of Great 
Britain towards Japan’s commercial 


Fearing aggressiveness is surprising, as she 
Japanese has been herself a commercial ag- 
Exports gressor since the first bobbin was in- 


vented. All the rules and schemes of 
foreign commerce now in use were developed by her 
over a period of two hundred years, and Japan cannot 
do much more than to improve a little upon them. 

As domestic consumption lessened during the tense 
depression years, the rivalry among the great nations 
for each other’s foreign markets has become bitter to 
the point of diplomatic wrangling. But that has often 
been the beginning of war. 

Great Britain, on the basis of cheap labor and de- 
pendability, turned herself into a vast factory to supply 
the world with goods. France competed with her suc- 
cessfully only in luxuries. Her real European rival in 
mass production for the twenty years preceding the 
war was Germany. There Britain had to compete with 
still lower wages, and as a result Germany penetrated 
all her markets and materially reduced her exports. 

And now it seems to be Japan’s turn. Her people 
require no sturdy or expensive homes, no shoes and 
little clothing, even less food, and an utter minimum of 
amusements. There are few labor unions, no demands 
for better conditions. She can manufacture anything 
that anybody else can make, and, where skilled me- 
chanics receive only $1 a day, at much less cost. She 
is, with Germany, the world’s greatest copyist in the 
field of low priced goods. 

It will be the business of the State Department to 
keep us out of the sentimental entanglements that the 
commercial rivalries of other nations might create. 


Despite a net income for the first 
two months of 1934 nearly three times 


Plight greater than for the same months of 
of the last year, 149 Class I railways showed 
Railroads =a deficit which if continued for the 


year (ignoring seasonal factors) would 
total nearly $175 millions. The roads are in an anoma- 
lous position. 

Were it not for the Interstate Commerce Commission 
the deficits would outrun the increased net, for the 
Commission has been for years insistent that the roads 
shall reduce their overhead. It was only when earnings 
had greatly declined and a general bankruptcy im- 
pended, unless the RFC assisted, that the officials capit- 
ulated. Other savings can still be made without 
impairing income, as, for example, the closing of hun- 
dreds of useless ticket offices in expensive locations in 
large cities, costly monuments to the vanity of railroad 
presidents. 

The New York Central refinancing, while approved 
by the Commission, did not escape censure. The 
road had nearly $60 millions of bonds maturing this 
year, not a very expert spreading of obligations. To 
assure the success of the offering at a time when the 
sale of new bonds was difficult, a convertible issue was 
devised which proved attractive and was speedily dis- 
posed of. The convertibility will eventually increase 
the common stock by one-third. 

Mr. Loree of the Delaware & Hudson, however, found 
profit in the Central’s predicament. He made about $1 
million for his road, having risked some of his stock- 
holders’ surplus millions in Central’s common stock. 
But suppose it had not all turned out successfully, what 
would Mr. Loree’s stockholders have had a right to say? 
The Delaware & Hudson has paid no dividend since 1932, 
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The loopholes in taxation were pretty 
well plugged up by the present Con- 


My olding gress, and the pincers Of Government 
company squeezed especially hard on corpora- 
Taxes tions. The $400 millions of increased 


taxes that are expected next year em- 
brace the bill preventing corporations from filing con- 
solidated returns. 

It hits holding companies only, but it was aimed at 
them. While it affects all holding companies equally, 
the utilities as a class will be the greatest sufferers, as 
there are more holding companies among them than in 
any other field. The penalty of the top company will 
be in proportion to the number of inter-holding com- 
panies it controls. The bill specifically exempts the 
railroads, most of which are in reality holding com- 
panies. 

Corporations with subsidiaries have been filing consol- 
idated returns since 1917. This privilege, while a minor 
factor in mergers, was important at the end of the year 
in the net profits. One large utility holding company 
with ramifications so extensive and a structure so in- 
volved that no acceptable analysis has yet been made 
of it estimates that the new bill will cost the company 
$3 millions annually on a gross of $100 millions. 

General Motors and Steel will be considerably af- 
fected, though not to the extent of the utility company 
referred to, and Consolidated Gas, a more direct holding 
company, to a much smaller degree. The suggestion 
of one such company that bondholders communicate 
with the President, his Cabinet and with Congress to 
stop the bill would have proved a futile waste of effort. 
Washington is calloused to it now. 


Senator Glass’s amendment to the 


Federal Federal Reserve Act authorizing the 
“rt twelve member banks to discount loans 
ee to established industrial enterprises up 

Will Lend to a total of about $278 millions is one 


of the most interesting of ihe .Admin- 
istration’s measures for the relief of business. Loans 
will be made for five years and the financial houses 
effecting the loans will take 20 per cent of the risk. 

In the first two years of the depression much com- 
plaint was heard that banks were retarding recovery 
by refusing to lend to business on corporation paper. 
Later it was realized that they were making loans, but 
were more discriminating than formerly in their choice 
of borrowers. It was the period of stern banking 
liquidity. 

The second phase was that business became resigned 
to operating on its own individual capital, and as volume 
had slowed up less capital was required. Most busi- 


_ nesses were able to finance themselves, seeing that they 


had to. Soon it began to be acknowledged that if busi- 
ness could obtain new capital it would not know what 
to do with it. There was no reasonable assurance that 
if capacity was expanded the increased output could be 
sold; if more credit was extended the customers could 
pay. It was the era of general curtailment in business 
and industry. 

We are now in the third phase, having safely passed 
the depression low. The pith of Federal borrowing is 
the answer to the question: Will the borrower make 
money with the borrowed money and repay the loan? 
The outcome will guide the banks in their own future 
dealings. It has been a curious fact for five years that 
the humblest man could borrow to buy a car, a radio, 
a refrigerator, but a business man could not borrow 
for his business. 
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Five Utility Preferred Stocks 


for Income and Profit 


years improvement in _ utility 

profits has assumed such a 
character as to warrant the belief 
that the long awaited “turn” in this 
business is at hand. In reality, the 
actual turn for the better was made 
a year ago by the industry, but the 
movement was smothered forthwith 
by imposition of higher taxes and 
the NRA codes, thereby diverting to 
the general tax fund and to labor 
the benefits which would ordinarily 
accrue to stockholders. Once more 
the effects of progressive expansion 
in gross are showing up in the net 
incomes of the utility companies, 
and as it now appears that time has 
tempered the legislators’ attitude 
towards the utilities’ right to earn 
a profit and that the cycle of puni- 
tive utility legislation has about run 
its course, the present trend in the 
direction of higher returns may 
serve as the basis for more optimis- 
tic forecast. The process of gradual 
retrievement of earnings should be 
reflected in the improved investment 
position and market prices of utility 
preferred stocks, particularly as the 
larger number are currently selling 
at a substantial discount from par. 
From a group of fairly high grade 
issues five have been selected as of- 
fering a higher than average return 
on investment and enhancement pos- 
sibilities. 


Fv: the first time in nearly four 


* AMERICAN GAS & ELECTRIC $6 
cumulative preferred is outstanding 
in the amount of 355,623 shares and 
constitutes sole preferred capitali- 
zation of the parent company, but is 
preceded by parent company funded 
debt of $50 millions, subsidiary 
funded debt of $144.4 millions and 
subsidiary preferred stock of $48.7 
millions. Operating subsidiaries of 
American Gas & Electric furnish di- 
versified utility services in over 1,250 
communities in nine states. Close 


. to 98 per cent of total revenues are 


normally derived from the sale of 
electricity. In common with the 
larger number of companies identi- 
fied with this business, revenues and 
net profits have declined from 1929 
levels, but preferred dividends have 
never been in jeopardy. For the 
year ended December 31, 1933, earn- 
ings available for preferred divi- 
dends amounted to $27.26 per share, 
compared with $32.98 in the pre- 
vious year. At present prices for 
the stock, a yield of 7.3 per cent is 
offered. 
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Opportunities 
for high yields 
in a laggard 
group of stocks 


* BROOKLYN-MANHATTAN TRANSIT 
$6 cumulative preferred is outstand- 
ing in the amount of 249,468 shares. 
Although earnings of the B.-M.T. 
have been well maintained through- 
out the depression, the inability of 
the company to perform long term 
financing and the creation of a sub- 
stantial bank debt for payment of 
maturing notes in 1932 necessitated 
omission of common dividends and 
gave rise to some uncertainty over 
preferred dividends. During the 
interim the company has devoted 
itself to the liquidation of bank debt 
and, following sale of $5.6 millions 
subsidiary bonds in April, the com- 
pany announced that the entire issue 
of outstanding notes held by the 
banks would be called for payment 
in the near future. Within recent 
months passenger traffic of the B.-M. 
T. has increased sharply with earn- 
ings for the initial quarter of 1934 
equivalent to $7.14 per share of pre- 
ferred stock, compared with $6.76 in 
the corresponding previous period. 
At current market prices of around 
87, B.-M.T. $6 cumulative preferred 
offers a return of 6.9 per cent. 


* COLUMBIA GAS & ELECTRIC 6 per 
cent cumulative preferred (par 
$100) ranks equally with the 5 per 
cent preferred issue. Prior stocks 
and bonds are composed of $104.5 
millions parent company deben- 
tures, $62.1 millions of  sub- 


sidiary funded debt and $48.6 


millions subsidiary preferred stocks. 
As in the case of the B.-M.T., invest- 
ment position of the company’s pre- 
ferreds was somewhat impaired 
through bank borrowings of the 
company, which at the end of 1931 
stood at $44.2 millions. This had 
been reduced to $8.5 millions at the 
end of last year and has since been 
entirely liquidated. Columbia Gas 
& Electric, through subsidiaries, is 
primarily engaged in the manufac- 
tured and natural gas and the elec- 
tric power and light business, 65 per 
cent and 24 per cent, respectively, of 
total revenues in 1933, having been 
derived from these sources. For the 
12 months ended March 31, 1934, 
earnings available for preferred div- 
idends amounted to $12.77 per share, 
compared with earnings of $12.73 in 
the calendar year 1933. Present 
prices afford a return of 8.6 per cent 
on the 6 per cent preferred stock. 


* NORTH AMERICAN $3 cumulative 
preferred is outstanding in the amount 
of 606,678 shares; it is preceded by 
consolidated funded debt of $316.5 
millions and subsidiary preferred 
stock of $136.9 millions. Subsidiaries 
of North American Company furnish 
diversified utility services to. more 
than 660 communities having a pop- 
ulation of approximately 5,000,000. 
In 1933, 88 per cent of total reve- 
nues were derived from the sale of 
electricity. A strong financial posi- 
tion has been maintained by North 
American Company throughout the 
depression, despite the fact that the 
company has rendered financial as- 
sistance to associated companies 
during the period. At December 31, 
1933, cash, short term investments 
and U. S. Government bonds alone 
aggregated $25.5 millions, or more 
than total current liabilities as of 
that date. Working capital amounted 
to $26.6 millions. For the 12 months 
ended March 31, 1934, net income 
amounted to $11.5 millions, equiva- 
lent to $18.95 per share of preferred 
against $13.9 millions, or $23.02 in 
the previous 12 months. At present 
prices of around 40 the issue offers 
a yield of 7.5 per cent. 


* PACIFIC LIGHTING $6 cumulative 
preferred, outstanding in the amount 
of 196,665 shares, constitutes sole 
preferred stock capitalization and has 
first call upon parent company earn- 
ings as Pacific Lighting has no 
bonded debt. However, subsidiary 
funded debt aggregates $99.9 mil- 
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lions and there are outstanding 
$25.9 millions of subsidiary pre- 
ferred stocks. Natural gas, electric- 
ity and transportation are provided 
through subsidiaries to 256 cities in 
southern California, including the 
city of Los Angeles. Approximately 
80 per cent of total revenues are de- 


rived from the sale of natural gas. 
During the past several months rev- 
enues and profits of the company 
have been on the mend, present level 
of operations comparing favorably 
with operations at this time two 
years ago. For the 12 months ended 
March 31, 1934, earnings available 


for preferred dividends amounted to 
$27.31 per share, against $27.52 in 
the preceding 12 months. The pres. 
ent yield is 7.1 per cent. Pacific 
Lighting $6 cumulative preferred jg 
traded on the New York Curb and 
also enjoys an active market on the 
Pacific Coast exchanges. 


A Speculation in 


currently selling at around 28, 

offers a yield of 84 per cent 
on the basis of the present dividend 
rate of $2.40 per annum. For the 
fiscal year ended February 28, 1934, 
this dividend was covered 124 per 
cent as against a net profit of only 
84 cents per share for the previous 
twelve months. What are the pros- 
pects of earning the present divi- 
dend rate during the current fiscal 
year? 

Great Western is the largest and 
at the same time the lowest cost 
beet sugar producer in this country, 
its annual output being usually 
double that of its nearest competi- 
tor. It operates some 22 factories 
in Colorado, Nebraska, Montana and 
Wyoming. The average output for 
the last six years amounted to about 
1 billion pounds per annum, with the 
1934 fiscal year registering an in- 
crease of about 29 per cent over the 
previous fiscal period. The main 
outlet for the company’s refined 
sugar is the area from the Missis- 


Gare WESTERN SUGAR, 


sippi Valley to the Rocky Mountains. ~ 


A Change in Contracts 


The company secures its raw ma- 
terial through purchases of sugar 
beets on an annual contract basis 
from farmers cultivating the land 
adjacent to the company’s factories. 
The spread between the prices paid 
to the beet growers and the prices 
obtained for the refined product de- 
termines profits. A fundamental 
change was made in these beet con- 
tracts in 1932 when for the first 
time the guaranteed minimum pay- 
ment clause was omitted. Instead 
the contracts were placed on a parti- 
cipating basis and call for a division 
of profits calculated on the final price 
received for refined sugar. This 
kind of contract clause eliminated 
the handicaps of the previous con- 
tracts in times of falling prices. 
For the current year crops have been 
contracted for on practically the 
same basis. 

However, there are likely to be 
some readjustments under the Jones- 
Costigan Sugar Bill which regu- 
lates sugar production and imports 
through a quota system. This bill 
makes sugar cane and sugar beets 
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Will Great Western 
Sugar maintain its 
dividend this year? 


basic agricultural commodities under 
the AAA, fixes the domestic produc- 
tion at 1,500,000 tons for beet sugar 
and 260,000 tons for cane sugar and 
permits the Secretary of Agriculture 
to place a processing tax on sugar 
for the benefit of domestic beet and 
cane growers. The quota allotted to 
the domestic beet sugar producers is 
25,000 tons greater than the amount 
produced last year, which was a rec- 
ord crop. Furthermore, in any pos- 
sible increase in domestic consump- 
tion the beet sugar industry will 
participate at the rate of 30 per cent. 
The problem for the beet sugar 
producing companies such as Great 
Western Sugar is how to handle and 
charge the processing tax. The 
easiest way would be to add this tax 
to the selling price, but that is 
against the intentions of the Depart- 
ment of Agriculture which tries to 
avoid such a course. On the other 
hand, the farmers, the beneficiaries 
of the processing tax, are opposed 
to having the participation feature 
in their contracts curtailed by that 
amount. They want both, the full 
participation on the basis of prices 
obtained from the sale of refined 
sugar, and also the processing tax. 
The anwer to the question of who 
will finally pay the processing tax, 
also gives a clue as to the earnings 
prospects of the beet sugar com- 
panies. Should the sugar manufac- 
turer be obliged by force of circum- 
stances to absorb the entire process- 
ing tax, his earnings would be cur- 


Sugar 


tailed correspondingly. If, however, 
the farmer or the consumer or both 
are to carry this charge, profits 
would not suffer. Probably this 
problem will be solved by a com- 
promise making all three parties 
carry their share of this tax. 

The sugar bill like any restriction 
scheme can be expected to cause the 
secular price trend for sugar to rise, 
and with higher prices profit mar- 
gins usually increase. Assuming 
such a development and a satisfac- 
tory solution of the processing tax 
problem, Great Western Sugar 
should be in a position to cover its 
present dividend rate for the current 
fiscal year. 


Strong Financially 


The company is in a strong finan- 
cial position as evidenced by the 
balance sheet as of February 28, 
1934. Current assets of $30.9 mil- 
lions including $4.4 millions in cash 
compared with total current liabili- 
ties of $2 millions. The company 
has no funded debt, its capitaliza- 
tion consisting of 150,000 shares of 
7 per cent preferred and 1,800,000 
shares of common stock. Prices for 
refined sugar during 1933 averaged 
4.41 cents per pound as against 4.08 
cents for the previous twelve months. 
The average for the first quarter of 
the current year was 4.43 cents per 
pound and prospects indicate a fur- 
ther firming of the market for re- 
fined sugar. While cane and beet 
sugar retail generally at the same 
price the list price for beet sugar is 
usually 20 per cent below that for 
cane sugar and therefore grocers are 
inclined to push sales of beet sugar 
in preference to cane sugar. 

As the outstanding representative 
of the domestic beet sugar industry 
which is decidedly favored by the 
Jones-Costigan sugar bill, Great 
Western Sugar common offers an at- 
tractive speculation in this field with 
good basis for expectations of a high 
return and ultimate capital enhance- 
ment. However, because of the 
above mentioned uncertainties in 
this situation the common stock can- 
not be considered as an investment 
issue, which classification on the 
other hand can be granted to the 
company’s 7 per cent preferred stock. 
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W aear rose sensationally when it 
became generally known that pro- 
tracted dry weather throughout the 
grain belt was burning up the grow- 
ing crops. Apparently Nature, with- 
out furnishing our agricultural theo- 
rists with any advance notice of her 
intention, decided on her own ac- 
cord to do a little curtailing. The 
outcome has not provided much en- 
couragement; on the other hand it 
has had rather a disturbing effect on 
the Government’s recovery program. 


Crops like human beings must have 
water to exist, otherwise they die of 
thirst and in the wake of such dev- 
astation there follows famine. Yet 
here we confront a contradiction if 
we accept the Government’s view of 
scarcity in agricultural production as 
the only logical process of lifting 
farm prices in order to restore the 
income of the farmers. This Nature 
has accomplished by her backward- 
ness in providing a natural rain- 
fall in our agricultural area, for in 


_ less than a week grain prices rose 


more rapidly than the Government 
could bring about by its uneco- 
nomic program of crop regimenta- 
tion. Instead of the gain arousing a 
spirit of elation, farmers already are 
appealing to Washington for addi- 
tional aid. 


To ADD to the worries of the De- 
partment of Agriculture is the re- 
ception accorded by business to the 
news of the drougkt. Heretofore 
any upward move in the farm price 
index was hailed as a portent of an 
increase in purchasing power among 
the farmers, which is a very im- 
portant item to industry, for it is 
estimated that more than a third of 
the whole consumptive power origi- 
nates from this portion of our 
population. But business does not 


‘take the canned view doled out by 


Washington. It sees a real menace 
to its earning power in any crop 
Shortage. Unless the danger of 
further drought is eliminated it 
fears the farmers will be hard put 
this fall and winter to make both 
ends meet. 


Even as the situation now stands 
considerable irreparable damage has 
been done to the crops by the lack 
of rain and by dust storms. While 
more favorable climatic conditions 
may yet save the bulk of the coming 
harvest, what has been permanently 
lost must be recovered from other 
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sources. 
However, 
what is most 
disturbing in 
the long 
range view of 
the Government’s 


that 
higher farm prices and their main- 
tenance can be secured only through 
restriction until the surplus stocks 
which have been carried over are 


program 


absorbed is their ultimate effect 
upon agriculture. Enforced scarcity 
of production is in total defiance of 
the natural process of the laws of 
supply and demand. While it is be- 
ing carried on the burden must be 
borne by the balance of our popula- 
tion. 


Hence when the farmer is told 
that what he loses from planting 
less he more than makes up from 
the higher prices he realizes from 
what remains, some one else must 
pay the bill for the artificial price 
level this policy has created. But 
this is glossed over by our Depart- 
ment of Agriculture. Only recently 
and with gusto it called attention to 
a favorable increase in farmers’ in- 
come and pointed with pride to the 
fact that approximately 40 million 
acres have been withdrawn from 
production, not counting the hogs 
that have been wantonly destroyed 
so that when the three little pigs 
went to the market they would bring 
much more for their bacon. 


F ACING realities, what do we see? 
A possible agricultural shortage 
which even surplus stocks carried 
over from previous harvests cannot 
supply and the probability of our 
being forced to import farm staples 
to provide our people with bread. 
Instead of farmers deriving any 
benefit from this shortage, out- 
landers will get it. 


U noer previous administrations 
the Government committed itself to 
unworkable farm relief. An elabo- 
rate Farm Board had been set up to 
support prices, lardered with fat 
slabs of money appropriated from 
our Treasury. When it was finally 
determined that it could not work 
successfully it was abandoned, but 
at what a considerable cost to us all. 
The nation sank in this pithole more 
than a half a billion dollars. 


Tat failure, though, did not dis- 
courage the experimenters. The de- 


Odd Lots 


Allow the small investor to 
take advantage of market 
opportunities. 


They enable the larger in- 
vestor to diversify his hold- 
ings, thereby increasing 
margin of safety. 


Our booklet which explains 
the many advantages offered 
by Odd Lot Trading fur- 
nished on request. 


Ask for F. W. 626 


100 Share Lots 
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Branch Office—11 West 42nd St. 


STOCKS and 
COMMODITIES 


Folder explaining margin require- 
ments, commission charges and 
trading units furnished on request 


Cash or Margin Accounts 
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SPRINGS & CO. 


New York Stock Exchange 
and other leading exchanges 
60 BEAVER ST. 
Uptown Office: 15 W. 47th St. 
NEW YORK 


Our Current Market Letter 
discusses the 


Communications 
Industry 
Copy sent upon request 


GOODBODY & CO. 


Members New York and Philadelphia 
Stock Exchanges, New York Curb Ex- 
change, Chicago Board of Trade and 
Commodity Exchange. Inc. 
115 Broadway 60 East 42nd Street 
New York New York 


Branch Office 
1424 Walnut Street, Philadelphia, Pa. 


M°CLAVE & CO. 


Members New York Stock Exchange 
Members New York Cotton Exchange 
Members N. ¥. Curb Ex. ( Associate) 


67 Exchange Place, New York 


Telephone HAnover 2-6220 
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Central Savings Bk. Bldg., 2112 B’way, N. Y¥. 
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sign was changed so that the farmers 
would be rewarded in proportion to 
the acreage they would turn into 
fallow ground. This money they will 
still receive, but not on account of 
less production for which they would 
be directly responsible, but because 
of natural forces checking growth 
and crop maturity. 


W aar this all means is the injec- 
tion into our agricultural life of arti- 
ficial causes of stimulation, and the 
outcome cannot be otherwise than 
an artificial effect. This process 
cannot raise the forces for perma- 
nent recovery since it is unalterably 
contrary to any and all natural eco- 
nomic processes. 


Ir HAS failed in every country in 
which it has been tried. The most 
recent outstanding example is Brazil, 
which for some years has not only 
curtailed its principal crop—coffee— 
but even went so far as to burn sur- 
plus stocks in order permanently to 
eradicate them from existence. Yet 
coffee prices did not advance greatly, 
because the demand remained less 
than the available supply. 


We WERE already well on the way 
of absorbing our surplus grains 
when the program of further cur- 
tailment was inaugurated. Under 
this circumstance a direct dole to 
our farmers would have been prefer- 
able to incurring a danger of a 
shortage that would reduce farm in- 
comes and thereby decrease our 
power of consumption. That hits 
the purse strings of the country. 


When 
You 
Inquire 


O INSURE prompt replies 

to inquiries addressed to the 
Confidential Advice Service, 
subscribers are required to en- 
close a self-addressed stamped 
envelope with each inquiry,. 
which must be limited to a 
request for advice or informa- 
tion on a single security. 


For Quick Replies 


it is suggested that subscribers 
also attach a special delivery 
or airmail stamp. Prepaid tele- 
grams will be answered (col- . 
lect) as soon as they are re- 
ceived. 


Sloan Blows a 
Bugle 


ODEST and retiring Alfred P. 
Sloan, Jr., head of General Mo- 
tors, feeling, or we might more prop- 
erly say sensing, how politics can en- 
danger business, takes out his rams- 
horn, to call his 
large family of 
stockholders to- 
gether to point 
out to them the 
grave necessity 
of their taking 
a lively interest 
in political hap- 
penings. 

His warning 
should receive 
an answering 
favorable re- 
sponse which 
should not be confined to his General 
Motors family but be resounded by 
executives of our other large corpora- 
tions. As Sloan pertinently pointed 
out, American busiress is owned 
today not by a few large concen- 
trated families of wealth but by the 
people at large, a contention borne 
out by the number of shareholders 
owning securities. 

Hence uneconomic policies do not 
affect a comparative few but penal- 
ize the community at large. Sage 
advice. Had this widely diffused 
army followed more closely the pro- 
posals of wholesale regimenting of 
their affairs oefore they were put 
into force and as stentoriously pro- 
tested for equitable consideration of 
their interests as have other better 
organized sections of our people, 
they would not be so much the 
underdog that they now are. 


Alfred P. Sloan, Jr. 


“New Era” 
Arithmetic 


HIS is no time for officials of 

the New York Stock Exchange 
to lose their heads over the control 
bill. In the process they may make 
themselves ridiculous to several mil- 
lion customers who are also able to 
subtract and divide. 

The margin requirement of the 
bill as at present constituted is 45 
per cent. It is the intention that a 
customer who buys 100 shares of a 
stock costing $100 a share, or 
$10,000, shall put up $4,500 in cash 
with the broker. Market letters have 
so interpreted the clause. 

The Exchange has sent a cease 
and desist order to its members ask- 
ing them to say that the margin 
will be 81 per cent. Many brokers, 


not wishing to arouse laughter 


against themselves, have complied 
with the request by enclosing a copy 
of the Exchange’s circular with 
their market letter without com. 
ment. 

The 81 per cent is arrived at by 
dividing $4,500 by $5,500, the un- 


paid balance. But the Exchange 
omits to state that if there is any 
reason for the 81 per cent it is that 
it more nearly represents the 
broker’s coverage. He has _ posses- 
sion of $10,000 of stock and $4,500 
of cash against an outlay of $5,500, 
The Declaration of Independence, 
the Bill of Rights and the Constitu- 
tion have been a bit wobbly during 
the past year, but the fundamentals 
of simple arithmetic have stood fast, 
There are plenty of logical argu- 
ments against so high a margin as 
45 per cent, and these ought to be 
exhausted before the Exchange 
swings into unconvincing figures, 


Mellon Exonerated 


LMOST as great a blunder was 
perpetrated by the Department 

of Justice in filing a criminal charge 
for evading taxes against Andrew 
W. Mellon, the highly respected 
Secretary of the 
Treasury under 


three previous 
administra- 
tions, as was 


made by the 
Post Office De- 
partment in 
cancelling air 
mail contracts 
on the allega- 
tion of fraud 
before giving 
the accused an 
opportunity to 
be heard in their defense. These 
charges were heard by a jury of 
commoners and their verdict con- 
firmed Mr. Mellon’s gentlemanly re- 
tort to the allegation of tax evasion 
that they were political in their 
origin. However, the incident has 
left an acrid taste with the public. 

Here was one of the first citizens, 
a man of great wealth, and yet not 
averse to serving the Government, 
who instead of receiving the respect 
of the Administration that followed 
those whom he so zealously served, 
was pictured as betraying the trust 
of his great office which under oath 
he had sworn to uphold. 

We could expect such procedure 
from ward politicians but to have it 
originate from high political circles 
not only will be resented but it will 
leave repercussions which will not be 
easily erased. Furthermore, the out- 
come of this disgraceful proceeding 
will tend to encourage people to feel 
that the sound judgment of the com- 
mon man remains to check outra- 
geous and unjustified prosecutions. 


Andrew W. Mellon 
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‘panies resort to circus stunts—Standard Oil of Indiana has tied its advertising 


BOARD ROOM BREVITIES 


Ai 


Or Gossip a Customers’ Man 
Hears Around Broad and Wall 


Arrrut Arthur W. Cutten, the Chicago grain trader, is being charged with 
running twenty-four dummy accounts during 1930 and 1931 when the Govern- 
ment was trying to plug the holes in the nation’s wheat basket. While 
on the subject of dummies, have you heard about the dumb-waiter that is not 
dumb—a New York apartment dumb-waiter is equipped with a telephone that 
talks back to you. This is the time of year when some industrial com- 


campaign to a live elephant from India to demonstrate what it means by “live 
power.” . . . Strange, isn’t it, how many companies try to get the aviation 
angle in their business—a manufacturer of heavy equipment and machinery 
has named his steamroller a “Roll-A-Plane.” . This is a reminder that 
an investor wants to know if the “heavy industries” are those which are weigh 
behind the recovery movement? .. . 


Wau STREET in facing the enactment of stock exchange regulation seems to 
be in the réle of a patient. who has been told that he will be operated on—he 
knows that he will be better off if the operation is successful, but then again he 
may die under the ether. . An indication of how some brokers regard 
Government restriction may be found in one Stock Exchange member’s explana- 
tion of what the “red, white and blue” stands for—red is what he sees, white is 
how he looks and blue is how he feels. On the other hand there is much 
sentiment around that looks for another big summer bull market—one large wire 
house has told its employees to forget about summer vacations for the present. 

But did you hear about the Stock Exchange firm which inserted the 
Declaration of Independence as an advertisement in four Washington newspapers 
a week ago? And just about the same time Congress was considering 
a bill to give George M. Cohan a medal for writing the song, “Over There.” .. . 


Stoane horses, such as Cavalcade, High Quest and Time Supply, have been win- 
ning so many races at the tracks recently that there is a move on foot to form 
an Anti-Sloane League. Speaking of horse races, New York’s Saratoga 
is planning for the biggest season in years now that the State’s betting ban has 
been lifted—the city’ s two biggest hotels are accepting reservations now. ‘ 
Incidentally, it is being suggested that the next crop of race horses be named 
after leading Stock Exchange stocks so that the public will still be able to play 
their favorite shares—the news dispatches would read like this:—American Snuff 
wins by a nose, Loew’s shows and Bon Ami is scratched. Oh, well, this 
would be no more unusual than the suggestion that the cat population of the 
country be increased to 120 million cats in order to increase the consumption of 
milk 40-fold and save the dairy farmer. . . . 


Joss may or may not have been eliminated by machinery but there is one task 
no apparatus can perform—one engineering company has finally given up hope 
of making a machine that will extract the yoke from the egg automatically. 
. . . On the other hand the Pennsylvania Railroad has worked out a plan 
for handling liquor on trains which run through both wet and dry states—the 
bartender keeps one eye on the scenery. You will soon hear about the 
singing vacuum cleaner, for the Singer Sewing Machine Company is going to 
branch out into other household appliances for the first time in a big way—but 
will it take threads off arug? . . . Along the same line Mennen’s is entering 
the razor blade field for the first time in its history—if things keep on there’ll be 
more makes of razor blades than toothpaste. Speaking of new competi- 
tion, the silverware manufacturers are more than concerned by the new process 
for electroplating tableware with rhodium, which is harder and cheaper than sil- 
ver and needs no cleaning. . And this has to happen at the same time 
that an odorless silver polish has been perfected. . . . 


Rapto’s preferred stocks have been advancing despite irregularity not because 
of new television hopes but on the rumor that something on back dividends may 
be paid this year. One inventor claims that you will be able to cast 
your vote at home before you'll see television there—the “televoter” which 
attaches to the house circuit will soon be ready with its “yes” and “no” buttons. 
. The autoradio craze continues to sweep the country with one motor 
manufacturer reporting that one out of five buyers demands radios in his new 
car, against one out of ten at the first of the year. Now that the 
trade-in problem is reaching a solution in the automobile industry, Phillips-Jones 


IS THI 
BARGAIN 
TIME? 


Breaks usually make bar- 
gains... . In this light our 
weekly MARKET INDEX 
gives a timely discussion of 
the latest break. Simply fill 
out and mail coupon. 


Name 


Address 
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WINCHESTER 
INSTITUTE of FINANCE 


LAURENCE S. WINCHESTER, Paes. 


WINCHESTER . . . . MASS. 


OPENING AN ACCOUNT 


Many helpful hints on trading proce- 
dure and methods in our booklet. Copy 
free on request. Ask for booklet K 6. 


Any listed security bought and sold 


(HisHoLm & (HAPMAN 


Established 1907 
Members New York Stock Exchange 


52 Broadway New York 


Service 
is the Source of Power and 
Light for Chicago and the 
1934 Century of Progress. 


Commonwealth Edison Company 
CHICAGO 


decides to accept your old shirts in trade for new ones—if you still have a shirt. 
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60 Broad St. New York 


STOCKS 


carried on conservative margin 


H. F. McCONNELL & CO. 


(Established 1908) 
Members New York Stock Exchange 
Members New York Curb Exchange 
60 Wall Tower, N. Y. Tel. Whitehall 4-6400 


d 
| 
= 
303 
oh 


AMONG THE BULLS AND BEARS 


+ These reviews were written 


immediately preceding closing 
time of this issue. 


American Radiator 4 c+ 

The innovation in bathtubs in- 
troduced recently by American 
Radiator & Standard Sanitary has 
met with a response from the public 
unequalled in the history of the 
company. The new tub, known as 
the “Neo-Angle,” upsets all previous 
precedents in fixtures for home batk- 
ing in that it is square in shape and 
the bathtub part is set diagonaily 
across, thus permitting shelves or 
seats at each side of the tub. 
Launched as an experiment, not un- 
like the first streamlined automobile, 
the company appears to be more than 
pleased to announce that over 5,000 
inquiries have already been received 
as well as a number of orders sub- 
stantially beyond early expectations. 


Predictions that Archer-Daniels-Mid- 
land will earn around $3.50 a share for 
the fiscal year ended June 30, 1934, 
suggest a higher dividend than the 
present $1 rate. 


American Tel. & Tel. 4 A 

The action of American Telephone 
in declaring the regular dividend 
was not surprising since the direc- 
tors have repeatedly stated that this 
payment would be continued if at 
all possible. But each time the divi- 
dend meeting date approaches some 
of the die-hards who view all cate- 
gorical statements with suspicion 
circulate the usual bearish informa- 
tion and the stock is depressed. 
Rate cutting here and there will 
affect earnings of the company, of 
course, but the increase in the num- 
ber of stations and the heavier vol- 
ume of long distance calls should 
largely offset any minor rate reduc- 
tions imposed on subsidiaries. 


Bayuk Cigar is being mentioned as a 
good prospect for a stock dividend as 
there are only 91,000 shares outstand- 
ing—but there have been rumors like 
this before. . 


Armour 4 D+ 

The strike affecting all of the 
meat packing plants in the St. Louis 
district is the first important labor 
trouble the big meat packers have 
had in a good many years. Around 
2,500 workers, mostly connected with 


Armour and Swift, are involved in 
the walkout which came as a result of 
the union’s protest against what was 
termed a failure of the employers to 
heed the union’s demand for a mini- 
mum wage of 75 cents an hour for 
butchers and 60 cents an hour for 
laborers, with a guarantee of a 32- 
hour week. While this strike in 
itself is not to be regarded as a seri- 
ous development, there is the pos- 
sibility of the strike spreading to 
other plants of the big meat pack- 
ers which might cause serious con- 
sequences, 


Beatrice Creamery, Borden and Na- 
tional Dairy are concerned about the 
plan of the Federal Trade Commission 
to investigate the dairy products in- 
dustry. 


Brunswick-Balke-Collender 4 D+ 

Gross sales of Brunswick-Balke in 
the first quarter were more than 
double the depressed levels of last 
year’s first quarter, but due to higher 
operating costs a deficit of 12 cents 
a share was reported on the common 
as compared with the loss of 58 
cents last year. Sales were aug- 
mented by the demand for bar 
equipment and possibly this division 
will become of greater importance 
with the liberalization of state laws. 
The company is in a strong financial 
position and although earnings prog- 
ress is likely to be slow due to the 
type of products manufactured, a 
gradual return to a profitable basis 
should be witnessed. 


A small profit may be shown by A. M. 
Byers in the current quarter, against a 
loss in the recent quarter. 


Case 4 Cc 
With more than thirty points 
clipped from its 1934 high price of 


RATING CHANGES 


Subscribers should revise ratings 
according to the following changes 
in order to bring their Financial 
World Appraisal ratings up to date. 


COMMON 
Burroughs Adding Machine C +to B 
Coca-Cola -+...B+t 
Crosley Radio 
Eastman Kodak 
International Cement. . 
Penn Coal & Coke 
Spicer Mfg. 


_ PREFERRED 
Coca-Cola “A” 
Yellow Truck 


co THE ratings used are taken 
from The Financial World 
Independeni Appraisals. 


863 during the recent reaction, Case 
Threshing Machine is once more at- 
tracting attention from the stand- 
point of its technical position. As 
one of the most volatile stocks in the 
market this issue has always been 
a favorite with the in-and-out trader 
and a good many folks around the | 
Street are now wondering if the re- 
cent liquidation is to be taken as 
indicating the final bow of the stock 
as a speculative leader, in that the 
Stock Exchange Regulation bill is 
intended to discourage pool manip- 
ulation. This stock swung in an 
are of 70 points last year and 50 
points in 1932 while deficits of 
$14.66 a share and $17.37 a share, 
respectively, were reported for those 
years. 


Plymouths and De Sotos will soon be 
made in a General Motors plant, as 
Chrysler has purchased the old La 
Salle plant in Detroit. 


Continental Can 4 B+ 


The comparative stability of the 
prices of Continental Can and Ameri- 
can Can in the face of general mar- 
ket weakness is attributed in part to 
the reports that the business of both 
companies is holding up well in the 
second quarter. It is being esti- 
mated that the oil trade will take 
about 500 million containers this 
year in its campaign against the 
bootlegging of lubricating oil. Dur- 
ing 1933 only 70 million cans were 
used by the industry. The amount 
of oil sold in sealed cans has been 
steadily increasing since the idea 
was introduced early in 1932. 


The threat of the Government to boost 
Mississippi's sweet potato starch indus- 
try is not good news for Corn Products 
or Penick & Ford. 


du Pont 4 A 

Announcements of new price cuts 
in cellophane and rayon yarns may 
be minor factors of uncertainty in du 
Pont unless the company is unable 
to offset the lower prices by expan- 
sion in sales volume. These items are 
by no means the company’s most im- 
portant sources of revenue but they 
do contribute to earnings in a large 
ratio when the larger lines of paints, 
chemicals and explosives are dull. 
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The reduction in the price of cello- 
phane is not a new development for 
it is actually the sixteenth price cut 
since the company began its manu- 
facture in 1924. Each increase in 
the demand for cellophane has made 
possible a lower price and the latest 
reduction is said to be due to the 
proad demand which has recently 
developed in the baking industry for 
cellophane wrappers for bread, cake 
and pastries. 


Equitable Office Building’s 16 per cent 
yield is regarded as anticipating a re- 
duction in the $1 annual dividend. 


Follansbee Bros. 4 D+ 


A good deal of head shaking fol- 
lowed the announcement of the re- 
ceivership of Follansbee Bros. down 
in the Street where the action came 
somewhat as a surprise. The ap- 
pointment of a receiver for the 122- 
year-old steel company is reported 
to be a friendly action which will 
permit the concern to adjust the 
difficulties which have arisen since 
the adoption of the NRA code. In 
March the management stated that 
it had advanced wages and reduced 
hours in accordance with the code 
for the steel industry and as a result 
the number of employees was in- 
creased 12 per cent and their aver- 
age earnings by 22 per cent. The 
increase in sales prices by the com- 
pany has been “wholly inadequate” to 
compensate for the increased costs 
of production and thus any benefit 
of larger sales volume was entirely 
wiped out. It was admitted by the 
company’s president that the outlook 
in early April appeared improved 
but conditions since the middle of 
that month had made it impossible 
for the company to maintain suffi- 
cient net working capital. While 
this receivership may be said to be 
an indirect product of the Blue 
Eagle, it is to be hoped that it does 
not mark the first of a series of re- 
ceiverships which can be attributed 
to the same cause. 


Talk of a dividend increase for General 
Railway Signal appears a bit prema- 
ture—directors meet on May 24 to take 
action on the 25-cent quarterly pay- 
ment, 


Glidden 4 B 


Improving demand for paints and 
varnishes resulted in a 41.3 per cent 
increase in sales for Glidden in the 
six months ended April 30 and earn- 
ings of 89 cents per share for the 
period compare with deficits in the 
same six months for the past three 
years. In the three months ended 
April 30, a profit of 56 cents a share 
was shown and should the company’s 
activities continue at the present 
rate, an increase in the dividend 
would be justified since a very 
strong financial position has been 


MAY 23, 1934 


On April 27th, Wetsel clients were 
advised to accept profits in some 
stocks. On May Ist, all clients were 
urged to get out of the market 
immediately! What would such 
advice have been worth to you? 


THE MARKET 
FACES A 
CRUCIAL TEST! 


© For one week only, anyone seeking late 
market opinion is invited to come to our 
offices and consult with an executive—with- 
out obligation. 


® Or, if inconvenient, send for free copy of 
“Special Supplementary Bulletin” in which 
the decline was predicted and for our 
famous booklet, “How to Protect Your 
Capital and Accelerate Its Growth.” 


A. W. WETSEL ADVISORY SERVICE, INC. 
CHRYSLER BLDG. 2 NEW YORK, N. Y. 


You may send above mentioned Bulletin and booklet without obligation. 


Standard Gas and Electric Company 


serves 1,662 cities and towns of twenty states .. . combined 
population 6,000,000...total customers 1,569,296...installed 
generating capacity 1,586,694 kilowatts...properties operate 
under the directipn of Byllesby Engineering and Manage- 
ment Corporation, the Company’s wholly-owned subsidiary. 
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The public utility system of REF 
ONS 


Long, Short or Out 


Decide for Yourself 
which pasition to take 


There are certain definite signals 
given by the market and by indi- 
vidual stocks which show WHEN 
and WHAT you should buy or sell 
for profit. ou can learn to inter- 
pret these signals just as capably as 
the successful trader. A thorough 
practical understanding of this 
method and many others is avail- 
able in “Stock Market Studies” by 
H. Gartley, one of the few out- 
standing successful authorities on 
Stock Market Interpretation. The 
clear, honest and practical methods 
of procedure to be gained from 
“Stock Market Studies” will serve 
you a lifetime of successful trading 
and investing. The sooner you 
know, the more quickly you profit. 
That this course has proved inval- 
uable to many is verified by the ex- 
ceptional testimonials of Mr. Gart- 


ley’s many students throughout the 
United States. 


Send today for your co 
60-page rochure outlining 
this splendid course of in- 
struction on Stock Market 
Interpretation. 


H. M. GARTLEY, Inc. 


48 Wall Street New York 


A Group Investment 
in Low-Priced Stocks 


— UNITED OPINION bulletin 
recommends a group purchase of 


three outstanding low-priced issues, 
priced as follows: 
New vigorous management 


‘3 
‘8 
$14 


e will send this report free of charge to 

investors as an example of the unique 
opportunities frequently uncovered by the 
UNITED OPINION method of Stock Market 
forecasting. 


Send for Bulletin F.W. 83 FREE! 


(Please print name and address) 


UNITED BUSINESS SERVICE 


210 Newbury St. ~ re Boston, Mass. 


promises steady growth for 
this company. 

Operating in new industry to 
benefit by government build- 
ing program. 

Reorganization places this old- 
line company in position to 
show smart recovery. 


4 4 WHEN writing to 
advertisers, please tell them 
you saw their announcement in 
THE FINANCIAL WORLD 


maintained. Important new patents 
for pigments were taken out recently 
which are considered very valuable. 


Great Northern and Northern Pacific 
are more than interested in talk of a 
$2 to $3 dividend payment by Chicago, 
Burlington & Quincy—each of the 
“Northerns” holds 880,000 shares of 
Burlington stock. 


National Biscuit 4 B 


The reduction in National Bis- 
cuit’s dividend at this late date was 
not generally expected. Revenues 
had failed to cover the payment in 
the past two years, and the antici- 
pated increase in the first quarter 
of the current year failed to mate- 
rialize. But despite the lag in earn- 
ings, it was felt that the company’s 
strong financial condition would 
permit further payments in view of 
the increases in purchasing power. 
However, costs were advanced by 
the code provisions and the process- 
ing taxes and since the most profit- 
able lines have failed to show any 
significant improvement, the action 
taken in reducing the distribution 
may have been fully justified. 


The two price cuts in plate glass prices 
since the first of May suggest smaller 
profits for Pittsburgh Plate Glass and 
Libbey-Owens-F ord. 


Socony-Vacuum 4 B 


The contract between the Socony- 
Vacuum Corporation and the Soviet 
Government whereby the American 
company will purchase 500,000 bar- 
rels of crude oil for distribution in 
the Near East has many important 
implications. Not only does this 
contract represent the first impor- 
tant trade agreement since Russia 
was recognized, but it may lead to 
a closer cooperation between the 
major oil companies and the Soviet 
which will result in a firmer world 
price structure for crude oil if the 
surplus stocks held by the Russian 
Government are no longer dumped 
on the markets by independent out- 


lets. 


WEEKLY 


RECORD OF 


EARNINGS 


EARNED PER SHARE 
ON COMMON STOCK: 


Glidden Company .... 


6 Months to April 30 
1934 1933 


$0.89 p$0.46 


4 Months to April 30 


Noblitt-Sparks Industries ........- 0.50 
3 Months to March 31 
American La p0.04 nil 
American 1.03 0.73 
Anecondsa Copper 40.19 oes 
Art Metal Construction 0.02 nil 
Briggs Manufacturing ........... 0.78 nil 
Consolidated Film Industries...... 0.22 0.12 
Campbell, Wyant & Cannon....... 0.23 nil 
Ex-Cell-O Aircraft 0.36 nil 
Houdaille-Hershey b0.18 nil 
International Nickel ............ 0.31 nil 
Mid-Continent Petroleum ........ 0.16 nil 
Pacific Western 0.20 
Pittston 0.48 nil 
Pacific Gas & Electric............ 0.31 0.52 
yhestos-Manhattan ............ 0.46 nil 


EARNED PER SHARE 


3 Months to March 31 
ON COMMON STOCK: 1934 1933 


Revere Copper & Brass......... eee $0.02 nil 
Thompson Products 0.53 nil 
Western Union Telegraph......... 0.52 nil 
Weston Electrical Instrument...... 0.16 nil 
12 Months to March 31 
Philip & Co., Ld 1.21 $1.00 
13 Weeks to March 31 
Pathe Exchange pl.76 nil 
12 Months to February 28 
Sheaffer Pen ...... nil 
12 Months to December 31 
1933 1932 
Bush Terminal Buildings.......... p2.44 p3.78 
Memphis Natural Gas............ 0.33 0.36 
National Sugar Refining.......... . 2.32 2.35 
Squibb & Sons (E. R.)..........- 1.77 2.00 
b on class B stock. d before depletion. p on preferred stock. 
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GOVERNMENT OWNERSHIP 


concluded from page 497 


For that is what comprehensive 
government ownership would un. 
doubtedly mean. Since railroad ge. 
curity holders could not be deprived 
of their property without fair com. 
pensation, the Government would 
either have to assume most of the 
outstanding bonds and guarantee 
the dividends on the more strongly 
situated railroad stocks, or issue its 
own bonds in exchange. Of course, 
all ‘rail securities would not be 
treated alike. Holders of bonds and 
shares of companies like Union 
Pacific, Atchison, Burlington, Chesa- 
peake & Ohio and Norfolk & West. 
ern would naturally receive more 
favorable treatment than security 
holders in bankrupt roads or those 
in weak financial position. 


Scaling Down Debts 


Some scaling down will doubt- 
less be done with the approval of the 
courts in respect to those roads 
which are already in receivership or 
bankruptcy trusteeship, and some 
further concessions might be ob- 
tained from security holders in ex- 
change for government guarantees, 
But there is every reason to believe 
that, in effecting government owner- 
ship, the U. S. Treasury would have 
to assume obligations totaling $15 
billions or more. Since, as the ex- 
perience of Canada and other nations 
shows, a government operated sys- 
tem would be almost certain to pro- 
duce large deficits, it is questionable 
whether a complete "reakdown of 
Government credit could be avoided 
if this huge additional burden were 
added to the already formidable pub- 
lic debt. 

But if conditions at some time in 
the future should make government 
ownership feasible, it does not ap- 
pear that this would result in any 
losses for most classes of rail se- 
curity holders. On the contrary, it 
might prove to be decidedly bullish 
for the rail market as a whok. 
Here again, the comments of Mr. 
Eastman are interesting and sig- 
nificant. This authority recently 
stated. 

“The fact is that nobody has less 
to fear (in the event of government 
ownership) than the holders of rail- 
road securities. Experience, in this 
country and all over the world, 
clearly shows that when the govern- 
ment takes over private properly, it 
invariably pays a fair price and 
usually more than the property is 
worth. In fact that is one of the 
reasons why I am not now urging 
acquisition of the railroad proper- 
ties under the financial conditions by 
which our Federal Government is 
now faced.” 
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-§ decidedly to the wayside is 
exemplified by what has hap- 
pened to the general price level be- 
tween the time when President 
Roosevelt announced his gold policy 
and the present. Especially does 
this apply to securities, and particu- 
larly to equities, which are more sus- 
ceptible to monetary dilution. 

It was in October last year when 
the President startled the nation by 
cutting the gold standard in mea- 
surement of the dollar from its here- 
tofore accepted valuation of 100 to 
59 cents. From 25.8 grains of gold 
9/10 fine the content was decreased 
to 155/21 grains. That made our 
gold reserves immediately have a 
book value of nearly $2.9 billions 
more, although we did not increase 
the amount of the metal as to bulk 
content. 

Dogmatically it was assumed by 
many persons that by this cut in 
the dollar value equity securities 
should be worth 40 per cent more 
than the quotations that existed at 
that time—without consideration of 
what increases in earning power 
would accrue, for that also dogmat- 
ically would have to be premised to 
a 40 per cent higher basis. 

If that in principle was the course 
that values should pursue in re- 
sponse to the 40 per cent gold dilu- 
tion, then securities which were 


He a dogmatic theory can fall 


- That Elusive Forty Per Cent 


quoted at a certzin level last October 
should be selling higher exactly in 
accordance with this change. 

What would have happened if this 
were the case is indicated by the 
prices of the group of prominent 
equities shown herewith compared 
with their October 21 quotations. 


October 21 “Theoretical” 
1933 New 
Prices Prices 
Allied Chemical... .168.70 
American Smelting... 44.10 
Bethlehem Steel.... 34.30 
Chrysler ....... 52.85 
Corn Products... ..104.65 
General Foods..... 45.50 
General Motors.... 34.125 
ere Goodyear Tire..... 35.00 
Int. Bus. Machine. ..176.05 
Int. Harvester..... 46.55 
Int. Nickel...... 23.10 
Johns-Manville 62.375 
Sears, Roebuck..... 44.80 


84%.....Standard Oil (Cal.).. 
884....Standard Oil (N.J.).. 53.90 


Ee Union Carbide..... 49.00 

Woolworth (F. W.).. 49.175 
But dogmatic theories seldom 
work out arithmetically. Here we 


are in the middle of 1934 with prices 
almost in their October zone. 

This compels us to suggest that an 
investigating committee be at once 
appointed to find out what became 
of the 40 per cent differential. 


The Outlook for Bush Terminal 


ORE than a year has now 
M elapsed since the Bush Termi- 

nal Company was placed in 
equity receivership coincident with 
the default on an interest payment 
and the omission of the dividend on 
the guaranteed preferred stock of 
the Bush Terminal Buildings Com- 
pany. Apparently very little prog- 
ress toward rehabilitating the prop- 
erty has been made in the past year 
but the recent settlement of the tax 
dispute has removed a major ob- 
stacle and possibly some reorganiza- 
tion plan will be presented shortly. 
The two most important problems 
now confronting the stockholders 
are, how will the various classes of 
securities fare in a reorganization 
and which faction, if any, is worthy 
of their support? 

Just when the troubles in Bush 
Terminal actually beran is difficult 
to determine; but the first general 
inkling that all was not well was re- 
vealed in the 1932 annual report. 
The changes in accounting method 
adopted that year cost the company 
almost half a million dollars more 
than in the previous year when simi- 
lar charges were not made or were 
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deducted from surplus. The _ in- 
creased charges included additional 
depreciation, provisions for bad 
debts and advertising expenses. 
There were other interesting facts 
contained in the report which had 
not been disclosed in previous years. 
The huge losses of the Exhibition 
Building, Inc., and the railroad even 
in the more prosperous days of 1929 
were not generally known prior to 
that date. 

But the company tried to make 
amends for previous understatements 
by sharply revaluing assets and in 
return for borrowings of the Termi- 
nal Company from the Buildings 
Company in previous years the Bush 
House building in London was turned 
over to the Buildings Company as a 
partial settlement. (The receivers 
for the Terminal are now trying to 
set aside this transfer and the out- 
come is not predictable.) Neither 
company was in a strong financial 
position and trade conditions were 
growing steadily worse, but in spite 
of these facts the Terminal Company 
continued paying dividends up until 
the third quarter of 1932. 


This was the situation in the early 


HOW TO ANALYZE 
COMMON STOCKS 


For the Rise! 


The most concise method 
for determining the bot- 


tom for stock prices is 


fully described in our recently 
published booklet. All of the 
essentials of price setting are 
boiled down to four simple 


FREE FINANCIAL GUIDE 


Tells What Price to Pay 
for the Following: 


Rem. Rand Nickel Packard 
Bendix Un Fruit Math. Alk 
Loew’s Macy Bohn 

Int Cement Mack Timken 
Chrysler Underwood US Pipe 


CerdePas Deere 


Your copy will be put in the 
mail at once on receipt of your 
name and address. 


Ask for Booklet AA46 


BOSTON, MASS. 


THREE BARGAIN STOCKS 
TO BE BOUGHT NOW 


WE have selected three low-priced stocks 
which every investor should buy immedi- 
ately. Most likely they will not long be avail- 
able at present prices. All are cheap, selling 
as they do under $27 a share. One | be 
purchased around $22 and another for as little 
as $12.75. Each is a strong, aggressive com- 
pany and all are important factors in their 
respective enterprises. 

You are not buying “cats and dogs” when 
you purchase these three issues. You are pur- 
chasing an interest in three great enterprises 
which should benefit most from better times. 
Within a reasonable period, these three stocks 
should bring exceptionally large profits. 

The names of these three stocks will be sent 
to you absolutely free. Also an interesting little 
book, “MAKING MONEY IN STOCKS.” No 
charge—no obligation. Simply address: 


INVESTORS RESEARCH BUREAU, INC. 
Div. 555, Chimes Bldg., Syracuse, N. Y. 


nancing 
Mergers 


Rehabilitations | 


Inquiries solicited from 
responsible sources 


H. D. WILLIAMS | 
120 Broadway New York City | 


Get Into | 
Market Now? 


Send for FREE Bulletin FWM-19 
American Institute of Finance 
260 Tremont Street, Boston, Mass. 
— 
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Twenty-Second Annual 


PUBLIC UTILITY REVIEW 
NUMBER OF 


Che 
FINANCIAL WORLD 


to be issued under 
the date of June 6, 1934 


FEATURE ARTICLES 


LET US BE FAIR 
By LOUIS GUENTHER, 


isher, 
The Financial World 


THE ILLUSION OF WATER POWER 
By HON. JESSE H. METCALF, 
U. S. Senator from Rhode Island 


UTILITY COMMISSIONER— 
FRIEND OR FOE OF THE INVESTOR? 


By HON. HAROLD E. WEST, 
Chairman, 
Public Service Commission of Maryland 


THE NEW DEAL IN RATE MAKING 


By FRANK NEWTON, Chairman, 
Rate Research Committee, 
Edison Electric Institute 


PUBLIC UTILITY DEVELOPMENTS 
ABROAD 


By MAX WINKLER, Ph.D. 


WHO OWNS THE UTILITIES? 


By JAMES C. DeLONG, 
Public Utility Editor, 
The Financial World 


Tabular Presentation of Important 
Information Concerning Leading 
Public Utility Companies. 


Advertising Forms Close May 29 
Address: Advertising Manager, 


THE FINANCIAL WORLD 
53 Park Place New York 


SPECIAL 


Book Bargain 


$2.50 Graphic Chart 
Portfolio for $1.50 


We have on hand several dozen 
copies of the March ‘Graphic 
Chart Portfolio,’’ which we are 
closing out at only $1.50 post- 
paid. This is $1.00 less than 
the regular price of $2.50 a 
copy. Send only $1.50 today for 
these charts leach 8% x 11 
inches) of 52 leading stocks. The 
52 charts show the daily price 
movements and volume of sales 
for each of the 52 stocks, from 
July 1, 1933, to March 1, 1934 
—also yearly earnings and yearly 
high and low from 1920 to 1933 
inclusive. Act quickly. Address: 
Book Department, The Financial 
World, 53 Park Place, New York. 


months of 1932 and meantime a new 
competitive factor was about to en- 
ter the situation for the Port of 
New York Authority had almost 
completed the Inland Terminal and 
it was evident that this structure 
would offer many advantages in loca- 
tion, rates and class of services 
which might draw business away 
from Bush Terminal. 

We have now had more than a 
year of operations under the re- 
ceivers’ management. The report 
covering 1933 which has just been 
released reveals that the gross reve- 
nues have shown a greater stability 
in recent months and the companies 
are now in a better financial position 
and in possession of a small net 
working capital. Earnings on a 
consolidated basis did not cover the 
dividend requirements on the guar- 
anteed preferred stock of the Build- 
ings Company, but in view of the 
depressed real estate conditions in 
the metropolitan area last year the 
showing was not unfavorable. Earn- 
ings for the Buildings Company have 
lagged behind those of the Terminal 
Company, which is natural since the 
demand for loft and factory space 
continues to be restricted. 

In view of the results of last year 
it appears that the company should 
eventually regain a substantia! por- 
tion of its former earning power 
once conditions become more normal. 
There still remain many problems 
before the rehabilitation will be com- 
pleted and since fixed charges absorb 


a substantial part of gross revenues, 
some readjustment in the capital 
structure is practically inevitable, 
The most important consideration 
now is to select a capable manage. 
ment to replace the receivers. Pog. 
sibly the new executives of the Build. 
ings Company which were chosen 
with the full consent of the Bedford 
Committee for the preferred stock. 
holders of that company will get re. 
sults, but it is too early to pass def. 
inite judgment. It may be that Mr, 
Bush is the best available man since 
he founded the company and is prob. 
ably most familiar with all of the 
ramifications of the business. But 
he is a member of the old régime 
and before he can expect the full 
support of the stockholders he should 
be willing to reveal more complete 
details of his plan for reorganizing 
the properties. Surely a complete 
confidence would not prejudice his 
interests. 

The holders of the preferred stock 
of the Buildings Company and the 
bondholders of both companies do 
not occupy an unfavorable position 
at the present time. Some sacri- 
fices may become necessary and the 
progress toward recovery will be 
slow, but there appears ample justi- 
fication for the retention of strictly 
long term holdings at present de- 
flated prices. The junior shares of 
the Terminal Company are at best 
a gamble and representation in the 
two issues—the common and de- 
benture stocks—is not advised. 


An Attractive Guaranteed Rail Bond 


A discussion of the San Antonio & Aransas Pass 4s, 1943 


LTHOUGH the liquidation in the 

markets has naturally affected 
bond prices, the action of issues of 
a better grade has been quite en- 
couraging and issues which are well 
secured by earnings and asset posi- 
tion continue to attractive conserva- 
tive attention. The San Antonio & 
Aransas Pass 4s due in 1943 ap- 
pear to offer investment possibilities 
and the comparatively high yield to 
maturity which is obtainable at the 
present time is greater than from 
issues of similar grade. 

The property of the San Antonio 
& Aransas Pass was formerly con- 
trolled directly by the Southern 
Pacific which still guarantees the 
principal and interest on these bonds 
by endorsement. However, the sys- 
tem was enjoined from owning the 
stock in 1925 so the interest was 
transferred to the controlled Texas 
& New Orleans Railway which leases 
the property on an annual rental 
basis sufficient to cover all expenses 
and interest charges. 

Last year the Southern Pacific 
earned but 84 per cent of total fixed 


charges due to the unfavorable con- 
ditions which existed in the early 
months of the year. Revenues in 
the closing months of the year were, 
however, quite satisfactory and the 
trend has continued in the early 
months of this year. The road has 
borrowed fairly heavily from the 
Government agencies, but under 
more normal conditions these loans 
should be easily funded. 

The 4s are secured by a first mort- 
gage on all of the company’s prop- 
erties located in Texas. The issue is 
not subject to call and no provisions 
for a sinking fund have been made. 
There are outstanding $13.4 millions 
principal amount not including bonds 
which are held in the treasury of 
the Southern Pacific. Selling at a 
recent price of 83, the 4s offer a 
yield of 6.55 per cent to maturity 
and a net current return of 4.82 per 
cent. In view of the guarantee of 
the Southern Pacific and the estab- 
lished earnings ability of that sys- 
tem under favorable conditions, the 
issue qualifies for inclusion in in- 
vestment portfolios for income. 
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The Commodity Situation 


[TREND OF COMMODITY PRICES] 
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steady aside from the grains, 

which have been subjected to 
alternating counter impulses ema- 
nating. from the weather situation. 
Uncertainties surrounding the pros- 
pects for definite silver action before 
the adjournment of the Congress 
have kept the white metal in a ner- 
vous condition, but net changes have 
been unimportant. Following the 
sharp break in rubber prices almost 
a fortnight ago that market turned 
dull. There was nothing surprising 
about the setback in rubber, because 
it was obvious there had been an 
overanticipation of the immediate 
benefits to be expected from the 
adoption of the producers’ restric- 
tions. The reduction of 123 per cent 
in the 1934 rubber quota appears 
too slight to eliminate the supply 
which is overhanging the market 
and, with realization of this, specu- 
lative futures holdings and hedge 
purchases were unloaded; forcing the 
price of rubber downward 23 cents a 
pound to around the levels that pre- 
vailed before the agreement was 
announced. 


aside have held fairly 


ILVER advocates are extremely 
resourceful. With the Executive 
insistent upon nothing more than 
permissive legislation looking to 
the nationalization of silver, new 


‘ schemes for bolstering the price of 


silver are devised. It is now pro- 
posed to amend the silver bill so as 
to permit foreign nation debtors to 
pay the June 15 installments in sil- 
ver at 50 cents an ounce. A year 
ago under a similar provision Great 
Britain delivered to us 20 million 
ounces at 50 cents as a token pay- 
ment on the war debt, but as further 
tokens are not to be accepted it is 
hoped by this plan to encourage the 
delivery of very substantial amounts 
of the metal. It must be admitted, 
however, that the proposal is not 
likely to be enacted. Heavy pur- 
chasing of the spot month and hedge 
selling of the distant months nar- 
rowed the spread between current 
and distant positions to about 5 
points from 25. A factor has been 
the realization that should silver be 
nationalized it will mean an end to 
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Diminishing crop outlook 

and drought damage en- 
courage too abrupt an advance 
in wheat and corrective setback 
is encountered . . . Rubber 
quota restriction for 1934 un- 
likely to eliminate oversupply 
and prices recede . . . Silver 
nationalization suggests end of 
futures dealings, and white 
metal market is nervous not- 

withstanding heavy buying. 


futures dealings as the New York 
exchange is the only silver futures 
market in the world. Incidentally, 
the restrictions on copper dealings 
through the operations of the NRA 
may also force a suspension of fu- 
tures dealings in the red metal. 


HE sharp bulge in wheat, follow- 

ing the marking down of the 
Government estimate of the winter 
crop to 461,471,000 bushels as of 
May 1 together with the alarmist 
nature of the reports concerning 
drought and soil drift, encountered 
a natural technical setback under 
profit-taking induced by indications 
that the drought had been broken 
in parts of the growing sections. 
Later reports suggested that in 
many areas only scattered rains of 
shower intensity had fallen. Canada 
also reports severe drought and soil 
drift with a large part of the re- 
cently planted grains out of the 
ground as a result of dust storms. 
Official rainfall reports covering the 
period from January 1 to May 1 dis- 
close new low records for more than 
40 years in the Dakotas, Indiana, 
Illinois, Minnesota and other parts 
of the mid-West. Soaking rains are 
needed to start rapid growth of the 
spring wheat, while the winter 
wheat crop is now at the stage where 
generous moisture is necessary if it 
is to mature properly. ~ 


NDICATIONS now are that the 

carry-over of wheat July 1 will 
approximate 240 million bushels in 
the United States and may even 
drop slightly below this, for mill ab- 
sorption is running above earlier 
expectations. Surplus wheat exports 
by the Emergency Export Corpora- 
tion to May 1 exceeded slightly 
25 million bushels. Another con- 
structive price factor is the likeli- 
hood that the statistical trend of the 
winter crop estimate will be reversed 
this year. In recent years the May 
1 indication proved the nadir of the 
forecasts, the ultimate yield ranging 
from 14 to 164 million bushels above 
the May 1 figure, but the extent of 
deterioration from May 1 now points 
toward a crop approximating 450 


NO MORE “POOLS” 
OR “MANIPULATION”? 


Have you the right stocks 
to offset this condition? 


The Stock Control Bill seeks to prevent 
wide swings by “artificial” means like 
“pools” or “manipulation.” Certain 
stocks will advance WITHOUT such aid. 
DO YOU HOLD THEM! 


New conditions create new opportuni- 
vies. Ask our Research Division for this 
list of stocks. 


This information with unique 
Survey and analysis of any two 
stocks you own—FREE. (HS5) 


HICKERNELL INVESTORS 


SERVICE, Ine. 
655 Filth Avenue, New York 


BOOKS FOR INVESTORS AND TRADERS 


Books on Bonds 


“MORTGAGE BOND RACKET (THE)” 
By E. A. Barbeau (92 pages).....seeeeeess: $1.00 


“MUNICIPAL BONDS” 

By Fraser Brown (231 pages)..... ...ssee. 

(Late Lecturer at New York University) 
“PRINCIPLES OF BOND INVESTMENT” 

Revised and Enlarged Edition 

By Lawrence Chamberlain and George W. 

Bdwards (670 pages) 7.50 
“STATE AND MUNICIPAL BONDS” 

1933 Revised Edition 

By BR. L. Raymond. 4.50 
WE Supply Any Book You Want—Send Your 
Check or Money Order With All Book Orders 

to:—The BOOK DEPARTMENT. 


THE FINANCIAL WORLD 
53 Park Place New York 


Time to Buy? 


Our weekly bulletin ‘‘Market Action’ tells you When 
to Buy on When to Sell leading, active stocks. Free 
sample copy on request, or— 


4 Weeks for $1 
WEISEL 
BUILDING 
a Buy? 


New Construction Report 


AMERICAN SECURITIES SERVICE 
Suite 3102, Fifty Broadway, New York 


DIVIDENDS 


INTERNATIONAL SALT COMPANY 
475 Fifth Avenue 

A dividend of THIRTY-SEVEN and ONE-HALF CENTS 
has been declared on the capital stock of this Company, 
payable July 2, 1934, to stockholders of record at the 
close of business on June 15, 1934. The stock transfer 
books of the Company will not be closed. 

H. J. OSBORN, Secretary. 


UNDERWOOD ELLIOTT FISHER COMPANY 

A dividend of $1.75 a share on the Preferred stock 
and a dividend of 37%c. a share on the Common stock 
of Underwood Elliott Fisher Company will be payable 
June 30, 1934, to stockholders of record at the close of 
business June 12, 1934. 

Transfer books will not be closed. 

Cc. S. DUNCAN, Treasurer, 


million bushels. 
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Dividends Declared 


Regular 

Pe- Pay- Hidrs. of 
Company Rate riod Record 
Abbott Dairies........... 25¢ Q June 1 May 15 
$1.75 Q June 1 May 15 
SS $1.75 Q June 1 May 15 
AlabamaGreat South pf ....$1.50 S Aug. 15 July 14 
Allegheny Steel pf............ $1.75 Q June 1 May 15 
Amer. Dock 8° $2 Q June 1 May 2 
50e Q July 2 June 15 
Amer. Sugar Refining Q July 2 June 2 
$2.25 Q July 16 June 15 
Bangor Hydro Elec.6% $1.50 Q July 2 June 11 
Baton * all Elec $6 pf. . ..$1.50 Q June 1 May 15 

— Water Works Co. 6% 

$1.50 Q June 15 June 1 
Boston Wharf $1.50 S June 30 June 1 
Buffalo, Niagara & E. Power pf...40e Q July 2 June 15 

alse $1.25 Q Aug. 1 July 14 
But ter Water 7% % pf ..$1.75 Q June 15 June 1 
Central Arkansas Pub. Service 

$1.75 Q June 1 May 15 
Cc Corp 68e Q July 2 June 8 
Chesapeake & Ohio pay asexhaer We Q July 1 June 8 
Chi. Mail Order. . 2 .. May 10 May 1 


1.6249 June 1 May 19 
Colgate -Palmolive Peet pf $1.50 July 1 June ¥ 
Cons. Gas of Baltimore ... 900 July 2 June 15 

$1.25 July 2 June 15 
Do pf D...... senses . $1 50 July 2 June 15 
July 2 June 15 
— of Amer. $3.50 conv. 
4 871 4c June 1 May 10 
Detroit Gity Gas 6% pf....... $1.50 June 1 May 25 
Driver-Harris 7°; $1.75 July 1 June 20 
E! Dorado Oil W June 1 May 21 
Glens Falls Insurance........... 40c July 2 June 15 
Great Northern Paper......... 25¢ June 1 May 19 
Hammermill Paper 6% pf... . ..$1.50 July 2 June 15 
Hudson County Gas... 7 June 1 May 19 
Huntington Water 79 if .. 81.78 June 1 May 19 
— June 1 May 19 
. 600 June 1 May 22 
July 2 June 15 
Jantzen Knitting Mills 7% pf... .$1.75 June 1 May 25 
50c June 15 May 31 
$1.62 July 2 June 15 
pies <a Dept. Stores pf... . . $1.75 July 2 June 9 
Kimberly Clark pf......... . $1.50 July 2 June 12 
Nebraska $1.75 June 1 May 15 
New England ak $1.50 June 30 June 
rn Pipe Line........ 25c July 2 June 3 
N.Y. 7% pl.... $1.75 June 15 
$1.50 July 2 June 15 
Ogilvie Flour Mills pf $1.75 June 1 May 22 


Oklahoma Gas & Elec 6% cum 
119% 


June 15 May 31 
June 15 May 31 
June 1 May 21 
July 2 June 20 


pf $1.7. July 2 June 13 
Pitts, Gaannaras Lake Erie pf. 31:30 June 1 May 15 
.25¢ June 30 June 12 
Ponce Elec. 7% pf............ $1.75 July 2 June 15 
7 June 1 May 21 
Public E as Light pf...... $1.50 June 1 May 18 
Public Service Elec. & Gas 7°%. $1.75 June 30 June 1 
Do $5 pf (no p). 1.25 June 30 June 


Public: Service of N.J 


Time, Inc., $6.50 cum conv. 

$1.6244 
Elliott Fisher $1.75 
Union Pacific R. R $1.50 


OOOO: COO LO LLL LLL 


Victor ana ee See $1.50 June 1 May 9 

1.75 July 1 June 20 

Welch Grape Juice 7% May 31 May 15 

Western Auto Supply cl..A ..... June 1 May 21 

ise June 1 May 21 

Worcester June 30 June 20 
Accumulated 


Janteen Knitting Milis 7% pf.. $1.25 June 1 May 25 


Extra 

10e .. June 15 June 1 

YR 25e .. July 2 June 20 
Increased 

Pittsburgh Plate Glass.......... 35c 2. July 2 June 9 

eg ellogg & Son....... ...30e Q June 30 June 15 

50e Q July 2 June 20 

.. June 30 June 12 

Memphis Natural Gas ......... 10¢ May 24 May 19 
Reduced 

National Biscuit............... 50e Q July 14 June 15 
Special 

McGraw Electric.............. 25e June 1 May 22 


The Bond Market 


TREND OF THE BOND AVERAGES 
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Action of Second Grade Bonds 
Indicates § peculative Following 


ness of the high grade invest- 

ment group, second grade and 
speculative bonds have recently given 
a demonstration of extreme market 
volatility which has had a number 
of counterparts in the turbulent 
markets of the past three years. 
After selling off very sharply in 
sympathy with the market for equity 
stocks during the week before last, 
an equally abrupt recovery was re- 
corded last week. In this instance, 
however, the movement was much 
more pronounced than that of the 
stock market. Gains of several 
points in a single session were 
common among the secondary rail- 
road bonds and also some of the in- 
dustrials in which there has been a 
wide speculative interest in recent 
weeks, 


C ONTRASTING with the steadi- 


Margin Trading in Bonds 


The character of the market 
in secondary and speculative issues 
gave rise to suggestions that there 
had been considerable margin trad- 
ing and short selling in these divi- 
sions. In view of the difficulties in 
establishing and maintaining, for 
any significant length of time, a 
short position in bonds, the practice 
is not indulged in except by a few 
professional traders and bond deal- 
ers, and it is generally not a factor 
of any great significance. On the 
other hand, margin purchases of 
semi-speculative and _ speculative 
bonds can be easily effected by 
almost any investor or trader. Since 
there have been numerous times dur- 
ing the past three years when the 
secondary bond market has fluc- 
tuated in a much wider range than 
the stock market, more and more 
traders have taken advantage of the 
greater trading opportunities af- 
forded by these larger fluctuations 
and the more active market. Any 
large following of margin traders 
naturally makes the market vulner- 
able when a liquidating movement 
such as that of the first two weeks 
of May comes along. 

The more speculative bonds (as a 
rough generalization this group 


might be considered as including 
bonds bearing coupons of more than 
4 per cent and selling for less than 
60 per cent of par value) represent- 


ing companies which are still in 
weak financial condition and some of 
the semi-speculative bonds were in 
a rather vulnerable position prior 
to the recent decline. They had ad- 
vanced very substantially, some of 
them three or four hundred per cent 
over their 1933 lows, or even more, 
to prices which could be maintained 
only in the event that there should 
be no serious break in the upward 
general business trend. While no 
such break is clearly indicated at 
the present time, a seasonal reces- 
sion has begun, and the summer de- 
cline from the spring peaks is likely 
to be rather extensive in some in- 
dustries. While a seasonal decline 
at this time of the year is a normal 
expectation, declining business in- 
dices accompanied by the appearance 
of grave doubts as to the success 
of some of the Administration’s eco- 
nomic experiments made the near 
term outlook a little too uncertain 
to support the price levels of some 
of the speculative bond issues which 
had attracted a wide following. 

Medium ‘grade bonds also suffered 
in the speculative retreat, but the 
manner in which they snapped back 
last week on fairly heavy volume 
was an indication of the underlying 
demand for bonds in this category. 
While more receiverships may take 
their toll among speculative bonds, 
and some people still entertain fears 
as to the price structure of the very 
high grade sections of the market 
in view of doubt as to the future 
business and monetary policies of 
the Administration, medium grade 
bonds still seem to offer a middle 
course which is attractive to large 
numbers of investors. 


Municipal Bonds 


It is interesting that high grade 
municipal borrowers continue to re- 
ceive bids for new offerings at very 
low interest rates, and some of the 
municipalities whose standing has 
suffered from the adversities of the 
depression years have been making 
a strong ‘“come-back.” The an- 
nouncement of a reduction from 4 
to 3 per cent on the bank borrowings 
of the City of New York in anticipa- 
tion of taxes strengthened the mar- 
ket for that municipality’s bond 
issues, 
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7% cum pf.............1% 
Penn.G.&E.A..............373 
Penn. G. & E. (Del.) 7% pf... . .$1. 
June 13 
une 
Les Raybestos Manhattan, Inc... .. .2 May 31 
Ae Rubinstein, Helena, Inc $3 pf... .2 May 21 
June 12 
2__ June 
Bridgeport Machine pf...........$1 .. May 31 May 21 
Consolidated Film Ind. pf.......50¢c .. July 2 June 8 
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Gary Electric Proposes 


Bond Extension 


HE Gary Electric & Gas Com- 

pany, subsidiary of the Midland 
Utilities Company, has formulated a 
plan to care for its collateral 5s 
which mature next July 1 which in 
effect is similar to the plans em- 
ployed by American Water Works & 
Electric and the Virginia Railway & 
Power in providing for their recent 
maturities. Holders of the com- 
pany’s first lien collateral 5s, due 
July 1, 1984, are being given the 
opportunity to deposit their bonds 
under a plan which calls for exten- 
sion of maturity date to July 1, 
1944, at the same interest rate. 
Under the plan there will be attached 
a warrant to each bond, entitling 
the owner to fifteen shares of com- 
mon stock of the company on July 1, 
1939. These warrants will be de- 
tachable and will also be exercisable 
any time dividends are paid on the 
common stock prior to July 1, 1939. 
Gary Electric & Gas, through its 
wholly owned subsidiary, Gary Heat, 
Light & Water Company, operates 
electric, gas and water distribution 
systems in Gary, Indiana. The com- 
pany has an impressive potential 
earnings capacity which should ulti- 
mately result in valuable equity ac- 
cruals from which depositing bond- 
holders would benefit. 


CALIFORNIA PACKING 


concluded from page 496 


of this year were 17 per cent below 
the figure at the first of the year but 
34 per cent greater than a year ago. 

The outlook for the current year 
is being regarded as satisfactory for 
thus far no fruit crop failures are 
indicated and there is a reasonable 
expectation that any moderate in- 
crease in production will be readily 
absorbed. 

The dividend outlook for Cali- 
fornia Packing holds the promise of 
increasing distributions, provided 
that earnings are maintained or 
expanded. Payments on the stock 
were omitted in December, 1931, and 
no declarations were made until 
March of this year when a dividend 
of 25 cents a share was paid. Last 
month a dividend, not designated as 
a quarterly payment, of 374 cents 
was declared, payable June 15 to 
stockholders of record on May 31, 
Suggesting that directors regard 
current operations as satisfactory. 
The next dividend meeting (on July 
12 which will take action on the 
dividend due on September 15) 
Should afford a further indication 
of the company’s progress during 
the current quarter of the year. On 
the basis of dividend prospects, 
therefore, the stock appears to hold 
further speculative attraction. 
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Bring Your Portfolio 
into line with 


The New Outlook 


N recent weeks the security markets have undergone an internal 

adjustment, and a new phase has been entered in which 
determinable business and other developments vitally affecting 
the value of individual securities will be discounted. Many issues 
will lag behind the new leaders as a result of having over-ap- 
preciated the possibilities. 


The investor therefore is confronted with a situation which dictates a prompt 
survey of his entire portfolio in order that it may be so recast as to provide 
the greatest possibilities of improving his income or increasing his principal. 


T is in such situations as the current one that the foundations are laid for 
substantial profits, but to participate in the benefits of this next investment 
phase you must strike out at once, for the real returns in business and in 
investment, as in every other avenue of human activity, are gained by the 
pioneers, not by the stay-at-homes. You cannot afford to continue a casual 
attitude towards your investments. Your moves must be well calculated. 


The Answer to Your Problem 


O serve those investors who cannot give their full time and 

attention to the study of current investment data and their 
interpretation in terms of dollars-value, The Financial World 
Research Bureau is available. It is your investment laboratory. 
Investors whose portfolios are registered with us for direct, neh 
personal supervision are guided in a program prepared especially for them. 
Portfolios existing at the time the investor enrolls are analyzed, and after a 
thorough consideration of every factor in the client’s individual situation we 
suggest the exact revisions necessary. From time to time thereafter, as con- 
ditions dictate, the portfolio is adjusted to the constantly shifting outlook. 
There are no group advices. The supervision is carried on through personal 
correspondence. 


Let us guide you in building up or recovering your 
capital and increasing or retaining your income. You 
will find the procedure simple, for it has been per- 
fected by years of concentration on the problem of 
investor-guidance. The cost is moderate—S$100 for a 
full year of continuing supervision. There are no 
“extras.” 


Use the coupon for additional information, or just mail 
your list of securities with your check today. 


53 Park Place, New York, N. Y. 5-23-34 


Please send me your pamphlet that explains (without obligation to me) how your per- 
sonal supervisory service would assist me to adopt a progressive investment program. 
I enclose a list of my investments (showing the number of shares and their original 
cost) to guide in telling me just how The Financial World Research Bureau will help 
me to build up my capital and increase my income. 


1 


@ 
rp | 
Li; 
| 
au! 
fyi 
= 
We 
FINANCIAL WORLD RESEARCH BUREAU 


TO KEEP YOU 
INFORMED 


Every week we list in this column attractive 
booklets, circulars, periodicals and special letters 
which we believe are of interest to our sub- 
scribers. Upon request, and without obliga- 
tion, any of the literature listed below will be 
sent free direct from the houses by whom issued. 


CURRENT LITERATURE DEPARTMENT 
THE FINANCIAL WORLD 53 Park Place, New York, N. Y. 


Please print each request on a separate 
sheet together with name and address. 


STATISTICAL ADVICE ON GRAIN FUTURES, COTTON 
~ STOCKS AND BONDS—Thoroughly covered in the bulletins, 
issued by a middle western service. These bulletins should be 

of great interest to every grain trader. 

104-PAGE BOOKLET on the Odd Lot System is being distrib- 
uted by a New York Stock Exchange House, and should prove 
of value to every investor and trader. 

TRADING METHODS—A 24-page booklet issued by a New 
York Stock Exchange house, containing a brief explanation 
of the different operations pertaining to stock market trading. 

DOW THEORY FORECASTS—A forecasting service which 

-—— interprets the averages from the viewpoint of the Dow 
Theory. Specimen Bulletin and other literature upon request. 

SWIFT & COMPANY’S YEAR BOOK FOR 1934—It explains 
in a fascinating manner, something of the broadly diversified 
organization of Swift & Co. The “Report to Shareholders” by 
President G. F. Swift gives an executive’s view in several of 
the company’s activities during 1933. Reference is made to 
the fact that Swift & Company’s profit, from all sources, aver- 
ages only a fraction of a cent a pound. Sent upon request. 

FROM $8,000 TO $250,000,000—One of America’s oldest utility 
groups has issued a booklet of 48 pages, in which is presented 
a description of the history and development of this prosper- 
ous corporation that came into existence in 1886 with assets of 
$8,000 working capital and that now has assets of over $250,- 
eoey Investors will find much of interest and value in this 

ooklet. 


A 32-PAGE BOOK—Published by_a Boston financial advisory 
organization, gives you today's different prospects for 40 dif- 
ferent industries, as well as the cause of their present status. 


PARTIAL PAYMENT PLAN—An old established New York 

~~ Stock Exchange House is issuing a booklet describing their 

plan and terms for purchasing securities on the monthly in- 
stallment plan in odd lots or full lots. 


MARKET SURVEY—Discusses intelligently and concisely the 
high spots of political, economic and industrial moves and 
Washington developments. Also, gives analyses of speculative 
and investment securities, as well as investment comments on 
a few outstanding issues. 


MARGIN REQUIREMENTS—Leafiet explaining margin re- 
quirements has been prepared by a brokerage house, members 
of the New York Stock Exchange. 

SECURITY SALESMANSHIP, THE PROFESSION—An inter- 
esting discussion of this specialized field, together with infor- 
mation about the Course of Training being adopted by scores 
of the leading investment houses for their salesmen. 

STOCK MARKET OUTLOOK—BULLETIN—Just issued by an 
investment advisory organization takes definite position from 
both long pull and short term standpoint with specific recom- 
mendations in regard to individual securities. 

SOME FINANCIAL FACTS—Is the title of a 24-page booklet 
containing a brief description of the American Telephone & 
Telegraph Company and the organization and operations of 
the Bell System. It is illustrated throughout with maps, 
graphs and charts, and is of interest to every investor in 
public utility securities. 

PRROKERAGE SERVICE TO INVESTOR AND TRADER—A 
well-known New York Stock Exchange firm has prepared this 
informative folder. 


FIRE INSURANCE STOCKS—A comparative chart of fire in- 
surance companies noting earnings, liquidating values divi- 
dends, markets and yields. Also, specific recommendations 
of attractive securities in this investment group. 


DAILY STOCK MARKET GUIDE—A letter, issued daily, pre- 
dicts the probable market action of 30 industrial and five 
—— 4 railroad stocks. Predictions are based on Scientific Analysis 
of the Technical Position and are given as opinions only. 
LAW TRAINING FOR LEADERSHIP—One of the largest 
home-study institutions offers a 64-page analysis of the 
value to the business man of knowing law and of a practical 
plan for securing this knowledge. 


5,436-WORD INVESTING AND TRADING PAMPHLET — 
Which tells how to protect your capital and accelerate its 
growth, and intelligently covers, from the technical viewpoint, 
the important questions when to buy and when to sell. 
POINTING THE WAY TO MARKET PROFITS—New 60-page 
brochure, just off the press, has been prepared with the pur- 
pose of supplying the average investor and trader with a 
vomprehensive and clear-cut understanding of a highly en- 
lightening course of instruction. Copy upon request. 
ANNUITIES EXPLAINED—One of the largest life insurance 
companies has issued a new booklet which describes in simple 
language the different kinds of annuities issued by it. Ex- 
amples are included which indicate how these various forms 
of guaranteed life incomes meet the needs of men and women 
in all walks of life. 
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WEEKLY 
BUSINESS & FINANCIAL SUMMARY 


A WEEKLY TRADE INDICATORS Mays 


*Crude Oil Production (bbls.)....... 2,522,950 2,429,500 2,733,850 
Electric Power Output (OO K.W.H.) 1,643,433 1,632,766 1,468,035 
tSteel Output (% of capacity)...... ° 56.6%, 56.9 % 31% 
tAutomobile Production (U.8.A.)... 79,30 90,277 52,671 


§{Commodity Price Index........... 74.9 74.9 59.5 


1934 

May April 28 

§Bank Clearings New York City..... $4,158 $3,307 $3,490 

§Bank Clearings Outside of N. Y.C.. $2,009 $1,802 $1,536 

Total car loadings (number of cars) . 604,205 608,654 527,118 

Bituminous Coal Production (tons)... 1,055,000 1,057,000 — 802,000 
Financial World Index of Indus- 

64.3 65.6 44.5 


*Daily Average. tAs of beginning of following week. tCram’s 
Report. §000,000 Omitted. Journal of Commerce. 


1933 
(000,000 omitted) May ¥ May2 May 10 
Deposits—New York City....... os $7,230 $7,231 $6,260 
Deposits—Outside New York City.. 10,477 10,499 14,096 
Loans on Securities—N.Y.C...... . 1,718 1,729 1711 
Loans on Sec.—Outside N. Y.C.... 1,836 1,848 2,004 
*Investment—New York City. .... 1,044 1,158 1,128 
*investments—Outside N. Y.C..... 1,914 1,918 1,878 
Total loans and discounts.......... 8,121 8,136 8,404 
‘Total commercial loans............ 4,567 4,559 4,689 
Total net demand deposits ....... 12,208 12,221 10,509 
‘Total time deposits............... 4,470 4,454 4,318 
Total brokers’ loans..............+ 947 974 564 
4 RESERVE SYSTEM 
Federal Reserve System gold ratio. . 68.7% 68.8% 66.4% 
N.Y. Federal Reserve Bank ratio... 69.6% 69.4% 59.6% 
Total Money in Circulation....... e $5,352 $5,359 $5,605 


*Other than U. 8S. Gov't. Securities. 


4 FOREIGN EXCHANGE 4 COMMODITY PRICES 


1934 1933 1934 1933 
Par May15 May 16 May 15 May 16 

$8.24 England.... $5.114% $3.91 %| Copper (Ib.). . $0.08 4% $0.07 
1.69 Can. Dollar.100.093 87.12 Cotton (Ib.)... 0875 
6.63 France..... 6.614% 4.58 34) Gold (oz.)....35.00 

8.91 Italy....... 51 6.05 Iron (ton)... . 20.26 15.34 
23.54 Belgium*... 23.42 16.23 Rubber (Ib.).. .1318 .0474 
40.33 Germany... 39.61 26.85 Silver (0z.).... .444% 82% 
34.40 Japan...... 30.3 23.94 Sugar (Ib.).... .042 045 


31 d 
20.25 Brazilt..... 8.50 8.00 !§Wheat (bu.).. .863¢ .73% 
*Belga. tNominal. §July futures. 


4 WEEKLY CAR LOADINGS 


Freight car loadings indicate current sectional business condition. 
Loadings from the 15th to the 15th generally indicate earnings for the 


current month. 
Week ended Same 


45,645 38,564 +81 
Chesapeake & Ohio............... ‘ 28,939 24,021 +20 
Delaware & Hudson.............. ‘ 13,395 9,596 +40 
laware, Lackawanna & Western... 16,189 13,325 +21 
Norfolk & Western............... a 22,069 17,621 +25 
New York, New Haven & Hartford., 22,350 19,537 +14 
New York Central................ ‘ 91,120 76,066 +20 
New York, Chicago & St. Louis... ... 12,098 10,528 +15 
10,316 7,852 +31 
Western Maryland..... 8,003 5,891 +36 
Southern District 
Atjantic Const Line 13,667 13,072 5 
Louisville & Nashville.............. 20,732 17,757 +17 
11,312 10,760 + 5 
Southern Ry. SvstemM......ccccccee 31,185 29,928 + 4 
Northwest District 
Chicago & Great Western........... 4,700 4,347 + 8 
Chi,, Milw., St. Paul & Pacific .. 22,671 23,053 -2 
Chicago & North Western ... 7 30,106 27.77% + 8 
11,485 9,759 +18 
Northern Pacific. ow 9,795 9,235 + 6 
Central West District 
Atchison. Topeka & Santa Fe...... ; 23.654 23,762 rey 
Chicago, Burlington & Quincy...... ° 19,964 19,194 +4 
Chicago, Rock Island & Pacific ..... 16,459 18,023 -9 
Chicago & Eastern Illinois.......... 4,296 3,924 + 9 
Denver & Rio Grande Western...... 3,888 3,091 +26 
Southern Pacific System............ 27,063 24,321 +11 
Western Pacific......... 2,946 +35 
Southwestern District 
Kansas City Southern.......... ine 3,260 2,730 +19 
Missouri-Kansas-Texas........... ° 7,091 7,275 - 3 
21,263 19,549 +9 
St. Louis-San Francisco............ 10,398 10,929 - 5 
St. Louis-Southwestern........... r 3,723 3,463 + 8 
7557 + 3 


(Compiled from American Railway A 
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“INDEPENDENT APPRAISALS 
LISTED STOCKS” 


Gives Vital Statistics On 1300 Issues 


This Valuable 52 It Is Sent Free 
Page Manual Monthly To 
Is Revised Monthly Every Annual Subscriber 


If you desire 20,000 up-to-date facts on stocks listed on the New York Stock Exchange 
and New York Curb you can instantly find the information by referring to the latest issue 
of our unsurpassed monthly stock manual. 


This monthly manual supplements THE FINANCIAL WORLD, each issue of which gives 
to the investor the cream of the business and investment news, together with analyses of 
notable speculative and investment opportunities. 


To round out our Threefold Investment Service, an annual subscriber also has the privilege 
of sending several letters of inquiry each month for advice on individual securities simply 
by enclosing a stamped self-addressed envelope with each inquiry. 


Refer to This Popular Statistical Manual for: 


(a) Stock Exchange symbol of any of the 1300 stocks listed. 

(b) Our rating of A+, A, B+, B, C+, C, D+, or D for each stock. 

(c) The par value, dividend rate and dividend payable date of 1300 stocks. 
(d) Five-year average (1926-1930) earnings per share. 

(e) 1932 and 1933 earnings per share on both preferred and common stocks. 
(f) 1934 earnings thus far where figures are available. 

(g) Outstanding capitalization (bonds, preferred and common stocks). 
(h) Working capital ratio (current assets to current liabilities) . 

(i) High and low prices for 1933 and 1934. 


Accept This Attractive Offer Before July 1st 


j 


TF INANCIAL WORLD 


53 Park Place, New York, N. Y. 


I enclose $10 for a year’s subscription for the Financial World (America’s 31-Year-Old Invest- | 

ment Weekly) together with all the other regular features of your Threefold Investment I 
I Service. In addition, I wish to have you send me by return mail a free copy of your book— | 
| “Profitable Investment Simplified”—(Vital Facts About 50 Leading Stocks). If you also | 
| desire our new 256-page Bond Book, send $10.85 instead of $10. | 


THE SCHWEINLER PRESS, N. Y. 
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JOSEPH VINCE, noted 

fencing champion, says: 
**Nothing brings out the true 
condition of nerves more than 
fencing. I eat sensibly — get 
my full amount of sleep— 
and smoke Camels. Camels 
give me more enjoyment... 
They never get on my nerves.”” 


Russet J. Woopman, who routes 300 trains 
in and out of New York every day, says: 


**Mistakes are ‘out’ as far as this job is con- 
cerned. There just can’t be any. I know what 
nerve strain is—and I need healthy nerves as 
much as a champion fencer. I agree with you 
about Camels. Camels are full of real favor! 
They never taste flat or ‘sweetish.’ And I 
know they don’t upset my nerves.’’ 


Copyright, 1934, R. J. Reynolds Tobacco Company 


How Are Your Nerves? 


Watch for such signs of “jan- cigarettes—turn to Camels. 
gled nerves” as these—ring- Wi Ccomels cre mode 


twirling, nail-biting, jumping finer, MORE EXPENSIVE 
at sudden noises, finger-twid- [OBACCOS than any other 
dling— frowning. popular brand of cigarettes. 


Check up on yourself now. 
Go over your eating habits 
carefully—your sleeping— 
your recreation. And for your 


Millions of smokers have 
found that they can enjoy 
Camels freely—smoke more 
than formerly —and that this 


CAMELS 
COSTLIER TOBACCOS 


NEVER GET ON YOUR NERVES...NEVER TIRE YOUR TASTE 
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